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LETTERS OF TRANSMITTAL S
__QF_.__f_i_.‘
o . SEPTEMBER 15, 1975. '
To the Members of the Joint Economic Committee: L
‘Transmitted herewith for the use of the Joint Economic Committee,,
the U.S. Congress, and ‘the interested public is a report entitled.
“Toward a National Growth Policy: Federal and State Develop-
ments in 1974.” This report was prepared by the Congressional
Research Service of the Library of 8ongress and is similar to three
previous reports prepared by the CRS entitled “Toward a National,
Growth and Development Policy: Legislative and Executive Actions
in 1970 and 1971,” and similar volumes covering 1972 and 1973. It
is our hope that this volume ‘will update thé earlier reports and will
be of value to the Members of the Committee and to the Congress
in developing coherent and comprehensive policies governing the
future growth and development of our great Nation.

Huserr H. HumpHREY,
Chairman, Joint Economic Committee.

SEPTEMBER 12, 1975.
Hon. Husertr H. HumPHREY,
Chairman, Joint Economic Committee,
U.S. Congress, Washington, D.C. :

Dear Mr. CratrmaN: I am pleased to transmit herewith a report
entitled “Toward a National Growth Policy: Federal and State
Developments in 1974.” This report is a summary and analysis of
1974 Federal legislative and executive actions, State legislation, and
significant court decisions that affect the elements of a national.
growth policy. The scope and purpose of the report are consistent with
the three previous reports prepared by the Congressional Research
service in 1970-71, 1972, and 1973.

In addition to covering Federal, State, and court activities, this
report summarizes major public documents issued in 1974 that are
pertinent to balanced national growth. A significant component of
the report is a selected annotated bibliography of literature published
in 1974 relevant to the elements of a national growth policy. A final
element is an annotated listing of federally supported research in
progress in 1974 on these same elements of national growth policy.

The report was prepared in the Congressional Research Service, with
Norman Beckman, Deputy Director, and Sandra Osbourn serving as
editors. The Introduction, Conclusion, and Chapter I, Effective
Areawide Planning and Delivery of Services, were written by Norman
Beckman. The section on Access to Housing in Metropolitan Areas in
Chapter I was written by Frank Parente, Economics Division.
Chapter II, Rural Development and Economic Growth, was written
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by Joshua Kay of the Economics Division. Chapter III, Renewing Old
Communities and Creating New Communities, was written by Clay
Wellborn of the Government and General Research Division. Chapter
IV, Toward a Decent Home, was written by Barry Berlin of the
Economics Division. Chapter V, Impreving the Environment, was
written by Susan Abbasi OF the Environmental Policy Division. Chap-
ter VI, Expanding Government Capability, was written by Sandra
Osbourn, of the (g}overnment and General Research Division. Ms.
Osbourn also prepared the material in each chapter on State laws.
*Fhe material on Federal and State court decisions was prepared’ by
Kathleen Shea of the American Law Division. The bibliography,
.drawn from the data base maintained by the Library Services Division,
and the annotated summary of federally supported research in prog-
ress, drawn from the data base of the Science Information Exchange,
‘were selected and arranged by Susan Harding.

We are indebted to Lester S. Jayson, Director, Congressional
Research Service, and his fine staff for an extremely comprehensive
Teport.

JouN R. Srarrx,
Executive Director, Joint Economic Committee.



FOREWORD

In its 1970 report, entitled, ‘“Toward Balanced Growth: Quantity
with Quality,” the National Goals Research Staff viewed national
growth policy as “both a search for coherence among the many.
activities of our society, and.a search for actions supportive of the
human values and qualities which we would most hope to further.”

To encourage the development and pursuit of specific goals affecting
our Nation’s future growth and development, we herewith transmit
the enclosed report, ‘“Toward a National Growth Policy: Federal and
State Developments in 1974.”

This report was prepared at our request by the Congressional
Research Service of the Library of Congress. This report is similar
to reports released by Senator Humphrey in the past three years
entitled,” “Toward a National Growth and Development Policy:
Legislative and Executive Actions in 1970-71" (a Senate Committee
on Government Operations Committee Print); ‘“Toward a National
Growth Policy: Federal and State Developments in 1972”; (Senate
Document 93-19); and, “Toward a National Growth Policy: Federal
and State Developments in 1973” (Senate Document 93-123). - '

The purpose of this report, as was the case with these earlier reports,
is to relate Federal and State actions, including court actions, that
occurred in 1974, which should contribute to our legislative delibera-
tions during this and future sessions of Congress. This report provides
a common framework within which to relate separate but inextricably:
linked subjects such as urban and rural development, housing, mone-
tary -and fiscal policy, agriculture, employment, health, education,
natural resources, energy, transportation and social service program
reforms. The report places: these individual legislative and other
governmental actions in the larger context of interrelated national,
rural and urban objectives as set forth by Congress in the Housing
and Urban Development Act of 1970 (Public Law 91-609) and the
Agricultural Act of 1970 (Public Law 91-524).

The report also includes a selected annotated list of research
projects underway in 1974, relating to the identified elements of
national growth policy and a selected annotated bibliography of
literature published in 1974, relating to national growth policy and
its elements.

In addition to a number of significant legislative developments
which occurred at the Federal level in 1974, such as enactment of the
Congressional Budget and Impoundment Control Act, the Joint
Funding Simplification Act, the Housing and Community Develop-
ment Act and the Forest and Rangeland Renewable  Resources
Planning Act, 1974 also was the year during which Senator Hum-
phrey introduced his Balanced National Growth and Development
Act (S. 3050), which would establish & national policy planning
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‘mechanism, and the year in which the President’s second biennial
geport on National Growth and Development was submitted to the

ongress.

ngle national economic recession of 1974-75 has added further
impetus to reevaluating our national processes for dealing with
national economic and related policy matters. On May 21, 1975, we
jointly introduced S. 1795, the Balanced Growth and Economic
Planning Act of 1975, to establish a process within which Congress
and the Executive Branch can formulate systematically comprehen-
sive, long-range national economic goals and which would provide for
developing policies for matching those goals with resources. Senator
Javits stated at the time of introducing this bill that he viewed it as
the opening of a great national debate on the American economy
and its future. And, as Senator Humphrey stated in his 1973 Joint
Economic Committee print which contained his initial proposal for
achieving balanced national growth and development, “We have no
national effort today concerned with the need for better techniques
or measurements to help our society answer for itself the classic
questions posed by Abraham Lincoln:

If we could first know where we are, and whither we are
“tending, we could then better judge what to do and how to
do it. :

Hopefully, during the 94th Congress and as we approach our
nation’s bicentennial we will, both as a nation and as a people, do
our utmost to address and answer those questions. For, to the extent
we do or do not provide such answers, the future of our nation-and
our society will be determined. ' :

It is our hope that this report, along with the previously issued
reports and our new legislative proposal, will contribute to answering
‘Mr. Lincoln’s questions as they relate to our nation’s future growth
and development. '

Husert H. HuMPHREY,
Chairman, Joint Economic Commitiee.
Jacos K. Javirs,.
Ranking Minority Senator,
Joint Economic- Commattee.
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INTRODUCTION

- Whyhave a national strategy governing urban and rural growth and
development? The concept of national growth policies does not go back
very far and the reasons for having such policies have not always been
well articulated. Recent debate, however, tends to include the fol-
lowing kinds of arguments: There is a belief that some metropolitan:
areas are becoming too large to manage. Diseconomies with respect to
environmental impact and the efficiency by which public services can:
be provided are correlated with increased size. There has been little
overt public policy response to the needs of the millions of people
who have been caught up in major long-term migrations due to tech-
nological, economic and social change. A related concern is the de-
population of major regions of the country with resultant adverse
impacts on those who remain and a significant waste in community.
infra-structure. Finally, there is oft documented concern that Federal
policies and programs having significant development and population:
distribution impacts often work at cross purposes with each other and
with separately derived State, local and private activities. .o
. “'The basic purpose of this report is to relate Federal and State actions:
that took place in 1974 to the national urban and rural development
objectives set forth by Congress. It is hoped that this report will
contribute to future national growth deliberations by providing -a
framework for the analysis of specific developments. These national-
growth policy objectives were formally recognized by Congress in 1970.
with the passage of two landmark bills—the Housing and Urban
Development Act of 1970 (P.L. 91-609) and the Agricultural Act of
1070 (P.L. 91-524). ; R R
. Title VII of the Housing and Urban Development Act provided for
the development of a national urban growth policy to encourage and.
support the proper growth and developmént of States, metropolitan:
areas, cities,.towns, and counties. In a complementary declaration
of niational policy, Title IX of the Agricultural Act committed Con-
gress to establishing a sound balance between rural and urban America.i
The Housing ‘Act also required submission by the President.of a bi-
ennial report on national growth describing the. major trends and de-
velopments in national growth and summarizing resulting: problems .
assessing the effects of public actions on meeting such problems and
carrying out national growth policy; and last, but.not least, recoms
mending programs and policies for such ‘basic national goals as pros-
perity, equity -and environmental quality. The texts.of these two Acts;
are printed herzin at Appendix A and B. Gl e
. The following chapters report on major Federal and State actions in
1974 with implications for national growth and development-and re=
veal a' growing recognition and sensitivity to the many policies and
programs that.affect the development of a national growth policy. - .
At the Federal level alone, significant legislation adopted includes:

" The National Health Planning and Resources Development and

Health Facilities Assistance Act; The Elementary and Secondary.
1)
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Education Amendments; The Housing and Community Developnrent
Act; The National Mass Transportation Assistance Act; Highway
Act Amendments; The Emergency Jobs and Unemployment Assist-
ance Act; The Disaster Relief Act of 1974; The Headstart, Economic
Opportunity, and Community Partnership Act of 1974; The Emer-
gency Home Purchase Assistance Act; The Congressional Budget
and Impoundment Control Act; The Joint Funding Simplification
ﬁct; and The Forest and Rangeland Renewable Resources Planning
ct.

" In order to develop and utilize a framework for the-analysis of
growth policies, this report (a) defines manageable components of
national growth policy; (b) identifies specific Federal legislative and
Executive Branch actions in 1974 within each component; (c) reports
on a variety of innovative State growth policies, strategies and im-
plementation actions and the increasingly significant court decisions
affecting patterns of urbanization; (d) attempts to relate to each
other and to a national growth policy both Federal and State devel-
opment in such distinct but inextricably linked policy areas as health,
housing, education, transportation, rural development, the environ-
ment, and the management capability of governments; and (e) iden-
tifies current unresolved public policy issues likely to be dealt with
in 1975 and in subsequent years.

To assist in meeting the report’s basic purposes, a select annotated
list of research projects underway in 1974 relating to the identified
elements of national growth policy is included at Appendix C. This
listing of Federally sponsored major research was derived from the
data base maintained by the Smithsonian Institution’s Science Infor-
mation Exchange. It has been included to document the specific
subjects relating to national growth policy now receiving research
attention and to assist those interested in pursuing research on the
problems of national growth policy by identifying persons and insti-
tutions already active in the field.

As an additional supplement to the main report, a selected anno-
tated bibliography of literature published in 1974 relating to national
growth and its elements has been included (Appendix D). This
bibliography was drawn from the data base maintained by the
Library Services Division of the Congressional Research Service.
These citations should also be of assistance to those interested in
further research on national growth.

In order to provide continuity with three previous reports on the
development of a national growth policy, the following eight compo-
nents of national growth policy, as identified in the Housing and
Urban Development Act of 1970, have been used to define and organize
1974 actions relating to such a policy:

(1) Favor patterns of urbanization and economic development and
stabilization which offer a range of alternative locations and encourage
the wise and balanced use of physical and human resources in metro-

olitan and urban regions as well as in smaller urban places which
Eave a potential for accelerated growth;

(2) Foster the continued economic strength of all parts of the
United States, including central cities, surburbs, smaller communities,
local neighborhoods, and rural areas; ) . ,

(3) Help reverse trends of migration and physical growth which
reinforce disparities among States, regions, and cities;
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- (4) Treat comprehensively the problems of poverty and employ=
ment (including the erosion of tax bases and the need for better
community services and job opportunities) which are associated with
disorderly urbanization and rural decline; :

(5) Develop means to encourage good housing for all Americans
without regard to race or creed; : o

(6) Refine the role of the Federal government in revitalizing existing
communities and encouraging planned, large-scale urban and new
community development;

(7)_Stréngthen the capacity of general government institutions to
contribute to balanced urban growth and stabilization; and :

(8) Facilitate increased coordination in the administration of Fed-
eral programs to encourage desirable patterns of urban growth.and
stabilization, the prudent use of natural resources, and the protection
of the physical environment.!

For the purposes of this report, these eight components have been
consolidated into six chapters: Effective areawide planning and de-
livery of services; Rural development and economic growth; ri{enewing
old communities and creating new communities; Toward a decent
home ’ﬂ Improving the environment; and Expanding government
capability. . :

Within each of these chapters, the Federal developments reported
include laws enacted, significant legislation receiving attention during
the year and considered likely to be passed in 1975, major actions
taken by the Executive Branch, and major Congressional and Execu-
tive reports and hearings. For State activities, only laws enacted
during the year are reported, and emphasis is given to particularly
innovative approaches that may have application in other States or
at the Federal level. The court decisions included in each chapter
have been selected to represent the impact of the judicial branch of
government on the development of national growth policy and are
indicative of the wide range of court decisions affecting the subjects
discussed in the chapter. )

Chapter I discusses the use of areawide and metropolitan approaches
to improve the planning and delivery of services and the ‘allocation
and use of resources. The Federal Government has long played a
significant, though intermittent, role in encouraging many of the goals
of areawide decisionmaking. Achieving economies of scale in these
areas has been brought about through planning assistance and plan-
ning requirements, financial incentives for areawide approaches and
encouragement of joint pérformance. Among the developments covered
In this 1974 report are the enactments of legislation which promote
areawide approaches in health planning and resources development,
social services, and community development planning as well as the
implementation of previously enacted legislation providing for services
to older Americans and comprehensive manpower aid consolidation.
The Mass Transportation Act and the Highway Act Amendments are
reported as are new 1974 urban transportation planning regulations, -
the annual report on urban transportation policies and State and

1 U.S. Congress, Senate. Toward a Natlonal Growth. Policy : Federal and State Develop-
ments in 1973. Washington, U.S. Govt. Print. Off., 1974 (93rd Congress, 2d session. Senate.
Document No, 93-19)"376 p. ; U.S. Congress. Senate. Toward .a National Growth Polley:.
Federal and State- Developments in 1972, Washington, U.S. Govt, Print. Off,, 1973 (93rd
Congress, 1st sesslon, Senate.. Document No. 93-19) 249 p.; and: U.S, Congress. Senate.
Committee on Government Operations. Toward a Natlonal Growth and Development Pol-
fcy : Legislative and Executive Actions in 1970 and 1971, (Committee print) Washington,
U.8. Govt. Print, Off., 1972, 172 p.
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court actions affecting transportation in metropolitan areas. Areawide
waste treatment planning and management .was mandated by the
Federal Water Pollution Control Act of 1972, and 1974 efforts. to
implement this legislation are described. One. of the most difficult
issues regarding areawide growth policies is the problem of reconciling
the goal of equal access to quality public services with the goal of
maintaining stable communities by instituting no growth or slow
growth policies. Chapter I details 1974 legislative and judicial actions
.designed to attain the former goal and describes the growing court
role -in the difficult reconciliation process. A final section describes
:State actions to encourage areawide planning and management.

Chapter IT covers actions to foster rural development and economic
.growth and to reverse trends of migration that reinforce the dispari-
ties among regions. The static areas of rural America need nonfarm
.employment opportunities and investments in community infra-
structure if current trends in economic development and migration
.are to be reversed. Federal actions highlighted in this chapter include
-administration proposals for redirecting the Economic Development
Administration’s depressed area assistance program, and the sub-
sequent enactment by Congress of the Economic Adjustment Act
of 1974 and the Emergency Job and Unemployment Assistance Act
of 1974. Finally, the chapter describes results of oversight hearings
concerning implementation of the Rural Development Act of 1972
and highlights the impact of the energy crisis on rural areas.

Chapter IIT of the report discusses revitalizing existing central
cities and encouraging the development of new communities. Re-
development and renewal of existing communities and support for
new communities can positively influence desirable growth trends
and improve the quality of life for central cities, suburbs, and rural
areas. Subjects examined include the community development pro-
visions of the long anticipated Housing and Community Development
Act of 1974, oversight in implementing the Uniform Relocation Act,
the Disaster Relief Act of 1974, the Fire Prevention and Control
Act, revision of Social Service regulations, enactment of Economic
Opportunity and Community Partnership Act of 1974, and HUD
and GAO evaluations of the New Communities programs.

; Chapter IV reviews a range of proposals and actions to provide
decent housing throughout the nation. Housing policy is a multi-
faceted area that must address itself to providing housing for all
income groups in all regions of the country, striking a balance between
additional production and preservation, replacing substandard
housing, and providing maximum discretion to low and moderate
income families to participate in the housing market. The chapter
describes the consolidation and fundamental restructuring of the low
and moderate income housing assistance programs, the Emergency
Home Purchase Assistance Act, the Settlement Procedures Act and
significant administrative developments related to condominiums,
national housing goals and equal opportunity in housing. : ‘
. Chapter V identifies actions proposed -and taken to protect the
community environment through improving air and water quality,
proper use of critical ‘and valuable Jand resources, and ‘efficient and
effective use of increasingly limited energy: resources. Specific actions
faken or considered in 1974 include new- organizational approaches
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for ‘dealing “with':energy, and status reports on legislative proposals
for strip ‘mining; land ‘use, planning agsistance, and solid waste. Efforts
to implement previously legislated air quality standards ran head-on
into ‘the energy -crisis,"and the resulting conflicts and -resolutions are
described. Do Lt .

.Chapter VI examines -progress in strengthening the capacity of
Federal, State and local governments to manage. the problems of
national growth.. This crucial element is concerned with improving
public sector capability to direct community development into more
equitable and less costly forms. Specific legislation enacted to improve
Federal policy-making includes the Congressional Budget and Im-
poundment Control Act and the Joint Funding Simplification Act.
Progress is reported on monitoring general and special revenue sharin

- legislation, simplification of Federal grant administration and Federa
alds to improve the capability of State and local governments to
manage growth and development programs, including planning
assistance, personnel administration and State and local government
modernization. . . :

Before describing specific developments in 1974, it may be worth-
while to comment on the reports on national growth submitted by the
President, since these are expected to be the most explicit vehicles for
evaluating national policies regarding urban and rural growth policy.
The 1972 report established as a cautionary premise that ‘. . . no
single policy, nor even a single coordinated set of policies can remedy
or even significantly ameliorate all of our ills.” The report was crit-
icized for avoiding the congressional intent that new policies and
programs be  proposed for coordinating Federal efforts having a
significant and frequently conflicting impact on urban growth.
Others observed that the report’s emphasis on the need for an inter-
governmental growth strategy, rather than a predominantly Federal
policy, was fundamental and appropriate. . :

The main hope in 1974 for a comprehensive approach to dealing with
future growth and the quality of community life again rested with the
President’s 1974 report on national growth. However, the report
submitted to Congress in December, 1974, was found to be even less
advocative than the 1972 report with respect to specific legislative
policies. and programs. The 1974 report contained a similar “New
Federalism’ premise that growth policy formulation in a democracy:
is a slow and deliberate process that must take into account both the

fundamental rights of individuals and the values of our private enter-

prise system: - - . - :
", ‘The Report identifies Federal program impacts and some impend-
ing changes in our national demographic structure that pose questions
for future policy. It summarizes a number of noteworthy State, local
and regional actions taken with respect to urban growth. The con-

clusions in the 1974 report may be summarized as follows: -
For tHE NATIONAL LEVEL

' -~ The Domestic Council is continuing to assess ways in: which
the Executive Branch can improve policy” snd program coordina-

.. -tion. There appears. to, be a growing.awareness. that-just.as there
" 1s'a need for better coordination and consideration of legislation -
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by the Executive Branch, Congress.should continue.its efforts
toward developing, by whatever mechanisms it judges suitable,
procedures affording a more coordinated Congressional approach
to consideration of legislation which involves assessing relative
priorities of policies and the interrelationships of programs,
especially in view of potential impact on patterns.of growth.

Both the Executive Branch and the Congress should work
toward simplification and improvement of the system of Federal
planning assistance programs as a means toward improving
coordination of State and local functional plans with State and
locally determined growth policies.

Planning is only a first step toward action. Accordingly, in
‘addition to reforming Federal planning assistance, it is time for
Federal assistance programs to give increased attention to
supporting the basic capacity of local officials to develop com-
munity programs and implement and evaluate them. An im-
portant Federal policy must therefore be to improve and expand
public sector skills in budgeting and finance, information systems,
public program administration, and the techniques of economic
growth analysis. Improved graduate and undergraduate curricula
1n public administration are needed.

For THE MULTISTATE LEVEL

In order to avoid the uncoordinated proliferation of multistate
planning and coordination organizations, consideration should
be given to the alternative of expanding the role of the Federal
Regional Councils and establishing mechanisms to work with
the States within each Federal region in support of State initia-
tives for multistate planning and coordination.

For tE STATE AND LoOcaL LevELs

States and localities are also encouraged to work toward
strengthening multi-jurisdictional ‘“‘umbrella” agencies, giving
them the ability to bring under control a proliferation of special-
ized planning and services districts.”

This is an excellent agenda, but these goals are not likely to be
carried out without some new specific legislative proposals. In lieu
of action recommendations the report ends with a series of questions.
As communities seek to guide growth, what balance will be reached
between individual rights and community rights? Will continued
growth in coastal areas result in deterioration of the quality of life’
through environmental overload and population congestion? Should
public policy encourage rural growth beyond what normal economie
development would cause? What broad locational housing choices
will future families make? How does population growth affect the
standard of living? Perhaps asking the right question is the beginning
of wisdom, but these questions have been asked before and it may
be reasonable at this time to expect a sense of direction and goals for
the various elements of national urban and rural growth policy.

3U.S. Dept. of Housing and Urban Development. Fact Sheet; Second Biennial Report on
National Growth and Development. December 16, 1874, 3 p. .



CuartEr 1. EFFECTIVE AREAWIDE PLANNING AND |
DELIVERY OF SERVICES -

INTRODUCTION

The responsibility for governance in almost every one of the metro=
politan areas in the United States currently involves & half dozen or
more levels of government—the Federal government; a State govern-
ment; one or more special districts; one or more county governments;
cities and towns; and special districts that lie within or cut across city
or county boundaries. Paradoxically, there is wide recognition and
almost total lack of response in the United States to the reality
that local units of government as they are currently organized have
great difficulty in coping efficiently or equitably with the increasingly
complex problems faced by most metropolitan areas, including those
problems related to growth. According to one observer, ‘“This par-
ticular American Institution flies in the face of the contemporary
European experience where sweeping reorganization and streamlining
is now going on.” !

There have been intermittent and increasingly persistent Federal
and State attempts to fill the vacuum in: governing capacity at the
metropolitan level. Federal agencies have encouraged the development.
of institutions capable of planning and delivering various services in
metropolitan areas in a coordinated, orderly way. The Office of
Management and Budget in the Executive Office of the President.
supports a metropolitan planning and review capacity through the
A-95 process, and Federal legislation and guidelines support or require
areawide approaches to services ranging from health delivery to water
resources planning. Beginning with the Clean Air Amendments of
1970, the Federal Government has moved to a preemptive approach
rather than relying completely upon State and local governmental.
action encouraged by the “bribe’” of Federal grants-in-aid to meet
metropolitan service needs. Direct Federal action to protect the urban

-environment has been made a national policy, and explicit dates for:

adoption of standards and abatement plans by States are being es-
tablished with the threat of the imposition of Federal standards if
State and local action is not deemed sufficient.

Despite years of effort; however, the metropolitan problem has not.
been solved. The reasons for this may be more emotional than rational:

Political creations, once established, become realities in their own right. They-
are genuine powers 1n our social life no matter how ‘“‘imaginary’’ our boundary
lines may be in the eyes-of nature. Our social habits resist change as powerfully as:
the realities of growth and development force it upon us. No matter if our.town-
ships or counties prove too small or thinly populated to meet their obligations, we-
are anxious to preserve them because of what they represent.

1 U.S. Department ‘of Housing-and Urban Development. Urban; Innovation -in. the United:
States .and Abroad, HUD International; Information Serles, No. 31, Dec. 1974: 2.

™.
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As a result, the adjustment of our public organizations to the needs of modern
America have been incremental and, in the judgment of many, not always
adequate to the task.?

While 1974 did not bring forth the final solution to the creation of
viable areawide institutions, the trend toward the areawide approach
did continue. Newly enacted Federal legislation supports.the creation
of metropolitan or areawide mechanisms in at least five major program
areas: mass transit, health planning resources development, commu-
nity development, education for the handicapped, and social services.
‘Federal agencies .proceeded. to implemeént previously enacted legisla-
tion establishing areawide approaches to services for older Americans,
water quality planning, and manpower development. In addition, at
least two States took significant action to strengthen sub-State dis-
tricts, and there were a number of important court decisions related
to local attempts to control growth in a regional context.

SociaL SERVICES

Health Planning and Resources Development

In December 1974, the Congress approved the National Health
Planning and Resources Development Act of 1974, and the President
signed the Act on January 4, 1975 (P.L. 93-641). This Act establishes
8 new three year, nationwide Federal, State and areawide system of
health planning and resource development programs. The bill au-
thorizes $1.17 billion over three years and replaces four existing
program authorities (Comprehensive Health Planning, Regional
Medical Programs, Hill-Burton, and Experimental Health Services
Delivery Systems.)

The new Act creates a network of health systems, areas and agencies
throughout the country. Health service areas are to be geographic
regions. appropriate for the.effective planning and development of
heslth services, determined on the basis of factors including population
and the availability of resources to provide all necessary health services
for residents of the area. To the extent practicable the area should
include at least one center for the provision of specialized health serv-
ices. The maximum population which a health service area may
encompass is 3 million except in areas which include a Standard
Metropolitan Statistical Area (SMSA) of more than 3 million. The
minimum population size for an area 1s 500,000 except that it may go
down to 200,000 in unusual circumstances. To the maximum extent
feasible, the area should be coordinated with other relevant existing
geographic areas including Professional Standards Review Organiza-
tion® areas and existing regional planning and State planning and
administrative areas. = - . ‘

- The legislation further specifies that the boundaries shall be
established so as to recognize the differences in health planning and
resources development needs between nonmetropolitan and metro-

2 J.8. Congress. House Committee on Public Works. Science Advisory Panel. A National
Ppblic Works Investment Policy; Task Force Reports. (Committee Print) Washington,
U.S. Govt. Print. Office, 1974. p. 32. ' ‘

3 Professional Standard Review Organizations (PSRO’s) are local physician-sponsored
organizations, established under the Social Security Act, which are responsible for the
review of services provided under the Medicare and Medicaid programs.
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politan areas and so that any ‘economic or geographlc barrier to recelpt
of services in nonmetropolitan areas is taken into'account. .

-The boundaries of health service areas are generally to conform to
those of existing 314(b) comprehensive health planning agencies if the
areas encompassed by these agencies meet the designation require-
ments. At the same time, each-SMSA is to be entirely contained with
the boundaries of one health service area, exceptif the Governor of
each State in which an SMSA is located determines otherwise, with
the Secretary’s approval.

A network of health systems agencies to serve geographic reglons
-appropriate for the development of health services will be organized
-throughout the country as designated by the Governors of the Stetes.
.A health systems agency may be either & non-profit private corporation
.or a public entity. On approval by the Secretary of Health, Education,
-and Welfare, these health systems agencies are required to:

Gather and analyze suitable data;

Establish health systems plans (goals) and annual implementation
plans (objectives and priorities);

- Provide either technical and/or limited financial assistance to

people seeking to implement provisions of the plans;

Coordmate activities with PSRO’s and.other approprlate plannmg
and regulatory entities;

- Review and approve or dlsapprove applications for Federal funds

for health programs within the area; .

Assist States in reviewing existing institutional health services
oﬂgred with respect to the appropriateness of such serv1ces,
an

Annually recommend to States projects for the modernization,
construction, and conversion of medical facilities in the area.

A public entity may be either a single unit of general local govern-
-ment if its area of jurisdiction is identical to that of the applicable
health service area or a public regional planning body which has a
planning area identical to the health service area and either has a
:governing board (the majority of whom are elected local officials) or
1s authorized by State law (in effect prior to enactment) to carry out
requisite health planning and review functions.

The legislation also provides area health service planning grants.
"These funds (860 million in FY 1975, $90 million in 1976, and $125
million in 1977) permit the health systems agencies in each de51gnated
:area to make grants to or enter into contract with public and non-
profit private entities to_ assist them in planning and developing
projects and programs which the agency determines are necessary
for the achievement of the health systems described in its plan. |
" In April 1974, the General Accounting Office published an evaluation
.of the 1mplementat10n of Sections 314(a) and (b) of the Public Health
Service Act, which sought to promote the most effective and efficient
‘use of ex1st1ng and future health resources in meeting the health needs
-of the American people by establishing State and areaw1de comipre-
hensive. health planning: agenmes to undertake comprehenswe and

K l") LT .
~u, - ‘._. _p”t,.. co
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continuing: health planning.* Among other things, GAO reviewed
the work of two areawide agencies in each of three States: California,
Maryland, and Ohio. The report showed that as of February 1973,
194 areawide agencies were participating in the program. More than
70 percent of the Nation’s population was being served by areawide
comprehensive health planning agencies, or by State-assisted councils.
The following types of organizations were performing comprehensive
health planning at the areawide level:

: Number of
Organization: agencies

Nonprofit private corporation_ .. ... __ o ___ 150
Economic development distriet__ ________________________________ 17
Councils of government._ _ _ .. .. 8
Local governments._ ... _ ____ . 3
Regional commissions__ - __ ... ... 16
State-assisted local councils. _______ ____________________________. 4

GAO found that the CHP agencies have had beneficial impact on

the health care delivery system, mostly by:
Fulfilling responsibilities to review and comment on Federally
financed projects for delivery of health services;
Performing review and approval functions for health facility
construction; and
Reacting to health problems brought to their attention by various
sources rather than through a systematic planning process.
The GAO review found the following problems in the implementa-
tion of the Act: sources of local matching funds and difficulties in
raising the required amounts; lack of staff; selection and participation
of volunteers in planning activities; geographic makeup of planning
areas; establishing proper relationships between State and area-
wide agencies; performance of control functions without sound
criteria and systematic procedures; agencies not being given oppor-
tunities to review and comment on proposed Federal health projects;
shortcomings in data bases available to State and areawide agencies;
lack of an implementation process for developed recommendations.
The CHP agencies were abolished by the National Health Planning
and Resources Development Act of 1974, and will be replaced by new
Health Systems Agencies.

At least two States adopted areawide approaches to health pro-
grams in 1974. The Connecticut General Assembly provided for a
coordinated regional system for the delivery of emergency medical
services throughout the State.® Another 1974 Connecticut Act requires
the Commissioner of Mental Health to designate mental health
service regions within the State, and to appoint a regional mental
health services director for each region.® In West Virginia, the Marshall
University Medical School Demonstration Project will utilize existing
community hospital facilities for medical education, rather than
building extensive new facilities. The hospitals, in turn, will serve_as
regional health care facilities.

4 U.8. General Accounting Office. Comprehensive Health Planning as Carrled Out by
State and Areawlide Agencies in Three States. Report to the Congress by the Comptroller
General of the United States. [Washington] 1974 (B-164031 (2), April 18, 1974)

5.Connecticut, P.A. 305, Acts of 1974,

¢ Connecticut, P.A, 224, Acts of 1974.
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Social Services

The Social Services Amendments of 1974 (P.L. 93-647) consolidates
previous Social Security laws and regulations authorizing social serv-
1ces directed toward the goals of: self-support; self-sufficiency; pre-
venting or remedying neglect, abuse or exploitation of children and
adults; preserving, rehabilitating or reuniting families; preventing or
reducing inappropriate institutional care; services to individuals in
institutional care. The States are given primary responsibility for
deciding how to allocate social service monies in their States by type
of service, category of persons and geographic areas. They may also
determine generally how and where the services are to be delivered:

The basic overall requirement of the States is to develop a Compre-
hensive Annual Services Program Plan in which the details of the
State social service program must be specified. and made available
for public comment. The plan must state objectives; services to be
provided; a description of planning, evaluating, and reporting ac-
tivities; source of funding; administrative structure; estimated ex-
penditures by type of service, category or recipient, and geographic
area.

Although the law does not require the coordination of social services
"with other programs, it does require that the State plan include a
description of how the provision of services under the program will be
coordinated with the plan of the State for other programs under the
Social Security Act and for related human services such as the aging,
alcohol and drug abuse, public education, employment and manpower,
ete. ’ .

Proposed regulations drawn up by the Department of Health,
Education and Welfare to implement the Act include the following
references to availability of services by geographic area and to
planning: *

For the purpose of delivering services deseribed in the services plan, the State
agency may divide the State into geographic areas. Geographic area means any
identifiable area encompassed within the State so long as every political subdivision
of the State, including Indian reservations, is a part of one or more such areas.
‘The services plan shall describe the geographic areas.

The description of planning in the services .plan shall include at least: the
relationship: of planning to the State budget process and. the legislative-cycle;
coordination with -and'input from-cther State, regional or:localipldnningiorganizs-
tions; how the needs assessinent was' consideéred’in the planning process; how
services resources in the State were inventoried, gaps identified, and plans made to-
fill the gaps; and procedures used to establish priorities and set objectives for the
program. .

In recent years, there has been increasing interest at the State level
in the concept of human services integration, which is designed to
provide a.complete array of services to those who need them, with
minimum barriers occasioned by professional, programmatic, loca-
tional, and organizational differences. In some cases, this objective is
carried out by various sub-State regional bodies. A recent survey of
State attempts to implement human services integration ® found two
types of reglons: those organized for integrated service delivery and
those organized for coordinated administration.- This survey, which

740 Federal Register 228, April 14, 1975. ’
8The Council of State Governments, Human Services Integration: State ¥unctlons in
Implementation. Lexington, Ky., 1974. 77 p.
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covered 20 States, found that the majority of the States had no
agencywide regional network. Three States—Arizona, Georgia, and
Washington—have established regional organizations for integrated
administration, and three—Arkansas, Florida, and North Carolina—
have regional organizations for coordinated administration. Minne-
sota, Oregon, and Utah are testing the concept through pilot.
‘projects. : ' :

In 1974, the‘Governor of North Carolina initiated an'Intergovern-
mental Human Services Program for the State, to include the following
programs: manpower, child development, family planning, aging, and
nutrition. Participation in the program will be at the option of the
governing boards of regional councils. When a board chooses to partici-
pate, the council staff will design a human services delivery system to.
be approved by the board and appropriate State agencies.

After the plan is approved, funds will be made available for the
employment of a delivery system director and other support personnel
to implement the plan. Should councils not exercise this option, the
five programs will be administered in. the region by the appropriate:
State agencies. ‘ :
Commaunity Development

The Housing and Community Development Act of 1974 (P.L.
93-383), described in more detail below, requires that local efforts.
be consistent with areawide planning and that the applications for-
community development funds go through an A-95 review by a.
regional and State clearinghouse. . ,

Local governments, through their official council of governments.
or regional comprehensive planning agency, must be allowed the
opportunity to review applications by other local governments in
the region. The basis for comment on an application is its consistency
with areawide development policies. Other comments can also be
included, but under current implementation guidelines these are
to be used.for evaluative purposes only. The only basis for HUD
to deny or delay an application for this program would be incon-
sistency with areawide development policies. In this first year of
the program, 45 days are allowed for review and comment. Next.
year the time span is to be increased to the traditional 60 days.

" Services to Older Americans

" In fiscal year 1974, Federal grants to States for areawide programs
of services to older persons were implemented in accordance with
Title IIT of the Older Americans Comprehensive Services Amend-
ments of 1973. ) N ‘ ' o B
Prior to the Amendments in 1973, the Older Americans Act provided
“support for discrete services designed to respond to particular needs
of older persons in scattered local communities. Under the 1969
Amendments, .2 program of Areawide Model Projects was initiated
to test the viability of providing a network of coordinated services
systems to serve older persons. The 1973 Amendments were designed
to develop a mational initiative directed toward providing compre-
hensive systems of services, which will coordinate availablé and
potential services and resources on behalf of older persons. State
agencies on aging conducted statewide surveys of their older popula-
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tion to determine the concentration of older persons with the greatest-
social and economic need and to assess the availability of resources.
to ‘meét ‘the identified needs. As a result of these surveys, State
agencies -on aging designated 621 Planning and Service Areas (PSA)
and in ‘1974 funded 412. Area Agencies on Aging within PSA’s of
highest .priority -to- administer -Area Plans.for comprehensive and

coordinated services for older persois. -

Manpower Programs. .

Through the Comprehensive, Employment and Training Act of
1973 (CETA) the major part of the responsibility for operating man--
power programs nationwide has been shifted to the States and local-
ities. .Between December. 1973 and June 1974, Federal activities.
were directed toward establishing criteria for determining eligibility
of *prime sponsors, developing application procedures, creating:
methods of approving grants and ‘endorsing multijurisdictional
agreements among program sponsors, and formulating. and publishing:
Federal regulations. L - T - k

Under Title I of CETA, which permits State and local government.
units to provide comprehensive manpower services in their respective.
jurisdictions, some 403 prime sponsors have been approved: 67 cities:
(25% of funds), 147 counties (129,), 136 consortia of local government.
units.(27%), 49 ‘“‘balance-of-State’’ sponsors (35%), and 4 rural Con-
centrated Employment Programs (CEP’s). : o

The delivery of 10 percent bonuses to consortia of local governments:
that meet requirements-under CETA regulations is the prime tool
that the Department of Labor is currently using to foster regional
cooperation. The number of consortia formed has far exceeded. the-
Department’s expectations .(136 ‘out of 403 local prime sponsors);:
additional consortia have also been formed in other state areas which.
are not reflected in this number. The Department’s definition of ‘&
consortia contained. in its republished regulations governing imple-
mentation of the act ? does not necessarily coincide ‘with traditional
substate district boundaries. To receive the 10 percent bonus only 75
percent of the labor market areas must.be covered by the local govein-~
ments forming the consortium. . : S , U

At least three States acted in 1974 to develop regional approaches to-
programs: for public’ and private :manpowér.- The thirteen: Colorado
State planning regions will:be:used to develop a coordinated statewide
career information system to-provide Colorado citizens with a single
source of accurate: and current job opportunity information -and to
prevent duplication of effort and data by various agencies and educa-
tional institutions. Computer- terminals are to be placed in- the 13
regions' to provide easy access to the information. The Florida Legisla=
ture established regional ‘manpower planning districts to coordinate
manpower planning with related social services, to identify regional
needs, and to develop a regional manpower plan.!® In Utah, ten public
jurisdictions in the Salt L.ake City area created an intergovernmental
personnel agency, which operated a :joint job bank listing jobs
with each participating government, and the State and Federal
governments. . . : S C ' : .

2 39 Federal Register 41528, November 29, 1974.
1 Florida, H.B. 2894, Laws of 1974.
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TRANSPORTATION

Building on the Federal Highway Act of 1973 which for the first
time permitted States and urban areas-to use trust fund revenues for
mass transit purposes, Congress, in 1974, enacted legislation permitting
use of Federal funds for mass transit operating subsidies. Urban
Transportation Planning Regulations were issued to. implement the
1973 Act. Finally, in 1974, the Highway Act was amended providing
for certain urban and metropolitan transportation amenities.

Mass Transportation Assistance Act

The National :Mass Transportation Assistance Act of 1974 (P.L.
93-503) authorizes the use of Federal funds for mass transit operating
subsidies.

The Act, an amendment to the Urban Mass Transportation Act of
1964, provides for increased mass transit assistance and expands pro-
gram authorizations from two to six years. It has two main funding
provisions: A capital grants program of $7.8 billion and a new for-
mula grant program of $3.975 billion. Funds from the formula grant
program are to be available for 809 Federal financing of capital
projects or 509, Federal funding to pay operating costs of public
transit systems in cities of 50,000 or more.

The capital grants program is designed to provide 809, Federal aid
in construction of urban mass transit facilities. However, up to one-
half of these funds may be used to provided 509, Federal operating
subsidies if State or local funds are available to complete the project
for which the Federal funds were to have been used.

The allocation method for formula grant funding has also been
altered. The original version of S. 386 based the distribution formula
on revenue, passengers, and vehicle miles. This would have penalized
those areas which may be in need of a transit system, but do not
currently have an extensive system in existence. The new formula,
based on 1970 population and population densities, is designed to
reflect those areas with greatest need for mass transit.

No new transportation planning funds are authorized under the
Act. However, the new law includes. State-governors as participants
in the implementation of the planning requirements under the existing
law. All projects approved under the existing capital grants program
have had to be in compliance with regional comprehensive plans.
However, the conference committee report noted that in many
urbanized areas in the country, regional planning has not been co-
ordinated with State transportation planning.

A new section has been added to the capital grant program which
would provide for long term mass transit planning. Governors, along
with local officials, are now required to develop long range plans to
improve and coordinate all forms of transportation within urbanized
areas, giving consideration to the probable effects on future develop-
ment of urban areas, as a condition for receiving Federal funds.

In addition to requiring that local fund recipients submit program
proposals, the Act requires that no project be undertaken in an
urbanized area unless responsible public officials have been consulted
and their views considered with respect to corridor, Jocation and
project design. ‘“Responsible local officials’ (sometimes referred to as,
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and equivalent to, “appropriate local officials”) are defined in the
joint FHWA/UMTA regulations (analyzed below) as principal
elected officials of general purpose local governments in urban areas
of less than 50,000 -population; and as principal elected officials of
general purpose local governments acting through a metropolitan
planning organization in urbanized areas -of 200,000 or more
population. : :

Urban Transportation Planning Rfagulatiohs

In compliance with the Federal-Aid Highway Act of 1973, new
rules for planning urban transportation improvements have been
proposed by the Federal Highway Administration and the Urban
Mass Transportation Administration as part of their comprehensive
and cooperative transportation planning process.! ' '

The proposed regulations specify that UMTA capital assistance
can be provided only upon a determination that the assistance.is
sought for carrying out a program for a unified urban transportation
system as part of the comprehensively planned development of the
urban area, combining the individual planning requirements of
FHWA and UMTA, replacing several existing operating procedures
for transportation planning, and defining the major elements of a
planning work program. : ,

The new regulations combine previously separate’ FHHWA and
UMTA policies and bring them mto conformance with the 1973
Federal-Aid. Highway Act. Several provisions of these regulations are
also applicable to the 1974 National Mass Transportation Assistance
Act. The 1973 Act earmarked $200 million for-bus mass transit
starting in FY 1975 and an equal amount for rail service in FY 1976
as a part of the Federal-Aid Urban System. '

A Metropolitan Planning Organization (MPO) is to be designated
by the Governor of each State for each .urban system to direct . the
transportation planning effort.and to perform functions of the planning
process specified below. The guidelines require that, to the extent
feasible, the MPO jurisdictional boundaries and functions conform
with A-95 State development districts and that, at a minimum, they
cov_erdthe area likely to be urbanized during the long range. forecast

eriod. , , :

P Only one MPO s to be designated for each urban area and, if pessible,
1t should be an organization performing A-95 clearinghouse functions.
Provisions are to be made for representation of local general purpose
governments on the MPO. The MPO is to-be the focus for Federal
funds and is to carry out three broad.functions: it will execute the
comprehensive, continuing planning process required by law, and
within the process it will prepare two elements: the. areawide trans-
portation plan and the transportation improvément program.

The urban transportation plan is to be developed by the MPO in
cooperation with the State. It should provide that the area’s long
range transportation needs are met in a manner that is consistent
with overall economic, social, environmental and energy conservation
goals and objectives. Consistency .with long range land use plans and
Ufban development objectives must. be .an-integral objective of the
plan. . T

1 39 Federal Register, November 8, 1974.




16

- The 1973 Highway Act authorized an additional % percent of funds
apportioned to -States for the Federal-aid system, to supplement the
1% . percent’ continuing, comprehensive planning funds assistance
previously provided for urban areas. For FY 75 this amounts to $26.4
million. The proposed regulations would set forth procedures for
distribution, matching and programming for these 809, Federal
metropolitan transportation planning funds. Funds are.to be ap-
portioned to the States according to a formula which weighs urban
population of each State relative to the urban population of the nation.

Highway Act Améndﬁ,é?itts

The major provisions of the Federal-Aid Highway Amendments
of 1974 (P.L. 93-643) are directed to improving the rural primary
road system with funds allocated on the basis of area, rural population,
and off-system road mileage. Several provisions of the Act, however,
are likely to make contributions to improving the metropolitan trans-
portation system and urban lifestyles generally. A $10 million Bikeway
Demonstration Program is authorized for Fiscal Year 1976 for con-
struction of bikeways. The existing Car Pooling Program is extended
through 1975 with an authorization of $7.5 million. Legislative
encouragement is given to special efforts for planning, design, con-
struction and operation of mass transit fdcilities. to make easier
its use by elderly and handicapped.

The Annual Report on Urban Transportation Policies

The Annual Joint Report of the Departments of Transportation
and Housing and Urban Development on Urban Transportation
Policies and Activities ? included a message from the President which
was transmitted to the Congress in August. The Report describes
efforts underway to better integrate and coordinate all modes of
transportation in urban areas with other physical and social programs,
and to give greater participation to State and local governments
in major decisions in the use of Federal programs affecting community
development. Current activities are described in urban transportation
planning; project implementationand joint researeh-and development.
Future ~directions under consideration .by the two Departments
included such topics as: . , :
- Coordination of Urban Transportation and Comprehensive

Planning. o v
" Unified Transportation Improvement Programs.
Metropolitan Planning Organizations.
The 1974 National Transportation Study.
New Communities. ’
The BART Impact Program.
Environmental Planning Methodology.
Fuel Economy Technology. '

12 (.S, Department of Transportation. Annual Joint Report of the Departments of Trans-
portation and Housing and Urban Development on Urban Transportation Policies and
Activities ; Message from the President of the United States Transmitting the Annual
Joint Report. Washington, U.S. Govt. Print. Off., 1974. 40 p. (93rd Cong., 2d sess. House.
Document no. 93-328). -
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State. Action on Tmnsportatwn

The energy crisis of 1974 generated mdespread State action on and
interest in one of the major energy users: transportation. These actions;
for the most part, dealt with one or more of five aspects of transporta-
tion: authorization of the use of local tax revenues for mass transit,
authorization for local organization for or operation of mass tran31t
State reorganization and study commissions to deal with transporta—
tion,. State subsidies for mass transit, and authorization to local
communities to utilize idle school busee for. various transportatlon
operatlons

On June 4, 1974 voters in California approved a proposal to permlt
some State gasohne tax revenue to be used for the development of
mass transit systems; a similar proposal was vetoed by Oregon voters.
The Ohio Legislature authorized regional transit authorities and
county transit boards to impose piggyback sales and use taxes and
higher property taxes and to incur additional indebtedness and issue
unvoted bonds.”® The Utah legislature authorized counties within a
transit district to impose an additional sales tax levy of .25 percent
to finance a no-fare transportation system, if the voters approve the
new-levy. ’

Utah counties were also glven permission to levy up to two mills in
property taxes for public transportation, if the voters approve, and
the Legislature directed that $1 millien from State liquor profits be
used on a per capita basis to finance transit districts in cities and coun-
ties.!* The Washington Legislature authorized imposition of ¥, of 1
percent sales tax county wide, upon-a favorable vote of the people, for
purposes of operating a public transportation system under the super-
vision of a joint board of city and county officials.'®

New local organizations for operating public¢ transit systems were
authorized by the legislatures of California, Oregon, Virginia, and
Washington. California authorized counties to operate public transit
services in unincorporated, areas or, with the consent of a city, within
that c¢ity.” The Oregon legislature provided for the organization of
transportation districts and authorizes thém to develop and operate
public transportation systems. The districts are authorized to assume
by contract certain functions of cities and counties within the district.!®

“The ‘Virginia- General -Assembly cauitharized these. céunties: which
are not members'of a transportation district to'create and operate a
public transportdtion systéem and to contract with any contiguous
locality to provide continuous service between the localities.'* In
Washington, counties in which no metropolitan municipal corpora-
tion is operating a transit system may now create a county transit
authority to provide public transportation.2

The Iowa General Assembly created a State Department ‘of Trans-
portation, which has the responsibility for developing a comprehen-
sive transportation pohcy and plan.for the State within a penod of

13 Qhio, S.B. 544, Laws of 1974,

u ,Utah, Chapter 2, Laws of 1974.

15 Utah, Chapter 12, Laws of 1974.

18 Washington H.B. 670, Laws of 1974.
17 California, 8.B. 2411, Laws of 1974.
18 Oregon, S.B. 967, Laws of 1974,

0 Virginia 8.B. 335, Laws of 1974.

2 Washington H.B. 670, Laws of 1974,
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four years.® The new department consolidates the Highway, Public:
Transportation, Railroad, and Regulation and Safety Divisions.
The Connecticut General Assembly created a Transportation Insti-
tute which will provide training in transportation technology and
will formulate recommendations for the participation of the other New
England states in transportation projects.”” In Indiana, a Mass Trans-
portation Study Commission was created to develop recommenda-
tions for a comprehensive State mass transportation policy.® The
Virginia General Assembly sought to give mass transportation a
stronger position in the State by changing the State Highway Com-
mission to the State Highway and Transportation Commission, and
charging it with developing and coordinating a balanced transporta-
tion system.2

At least six States, Illinois, Massachusetts, Michigan, Minnesota,
New Hampshire, and New York increased State subsidies for the
development or operation of mass transit systems.

The Illinois General Assembly enacted legislation which establishes.
an extensive program of operating subsidies for existing mass transit.
systems and creates a new program for public transportation in rural

_areas which presently have no service.? The legislation provides State-
funds to cover two-thirds of the estimated 1975 operating deficits.
of existing public transportation systems, at a cost of $6 million. The-
law also provides $1 million to establish new rural transit projects,
which will be required to offer reduced or free fares for the elderly,.
disabled, and handicapped. In Michigan, an emergency transit law
provided $1.75 million to assist cities in rehabilitating older buses,
buying used buses, and running park-and-ride programs.”® Massa-
chusetts adopted a $92.5 million transportation aid bill. The Min-
nesota Supplemental Transit Aid Program Act of 1974 creates a
program to provide State financial assistance to counties, municipal--
ities, and legislatively established public transit authorities or com-
missions.” It also establishes a public transit demonstration program
to demonstrate the effects of .improving public transit service:
on reducing vehicular travel and meeting transportation needs at a
minimal cost. . :

The New Hampshire General Court created a Public Utilities.
Commission with the power to acquire railroad properties within.
the State which are deemed to be necessary for continued and future:
railroad operations.?® The Commission is authorized to work with
Federal authorities, and it must have the approval of the Governor
and the executive council before it may act. The 1974 New York
Legislature adopted the first statewide program of operating grants
for public transportation.?® The legislation provides specific amounts-
for each of the five regional transportation authorities. :

Several States acted in 1974 to authorize local communities to make:
use of school buses, which are idle most of the day, in developing mass

2 Jowa, S.F. 1141, Laws of 1974,
22 Connecticut, P.A. 323, Laws of 1974.
= Indiana, S.B. 90, Laws of 1974,
. 2 Virginia, H.B. 667, Laws of 1974.
25 T1linois, H.B. 2722, Laws of 1974.
26 Michigan.
27 Minnesota, CH. 534, Laws of 1974.
23 New Hampshire, Ch. 49, Laws of 1974.
29 New York, Ch. 118, Laws of 1974.
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‘transit programs. In Kentucky, the General Assembly authorized the
‘State Department of Human Resources to contract with local boards:
-of education for the use of school buses to transport eligible elderly,
‘handicapped; and other designated persons at times when. the buses
are not needed to transport students to or from school or school
-events.’* New Mexico and Illinois also authorized the use of school
buses for public transportation, under certain circumstances.

Court Action on Transportation

The United States Supreme Court has held that a city may impose
:a high tax on downtown parking garages as a way to relieve urban
-congestion and encourage the use of public transit.’ :

The operators of parking garages in the city of Pittsburgh, Penn-
:sylvania, argued that the 20%, tax on the gross receipts from parking
automobiles in non-residential parking places were invalid under the
Due Process Clause of the Fourteenth Amendment. Specifically, the
-operators argued that the tax was unduly burdensome upon their
businesses.

The Court held, however, that a tax is not unconstitutional merely
because it may render a business unprofitable or even threaten its

-existence. It is not the province of the courts to pass upon the reason-
ableness of a tax which is otherwise within the power of the govern-
ment. Thus, in order to relieve urban congestion “(t)he City was
-constitutionally entitled to put the automobile parker to the choice of
using other transportation or paying the increased tax.”” 3

AREAWIDE WaASTE TREATMENT MANAGEMENT

Nineteen seventy-four was the second year of implementation of
‘the landmark Federal Water Pollution Control Act of 1972. This was
legislation of particular importance to area growth patterns for several
Teasons. It provided an extensive grant.program to-aid: construction of.
municipal or areawide sewage treatment plants, a major factor in-local
growth. The 1972 Act also called for land-use planning procedures in
-order to minimize pollution effluents. These procedures are especially
important to the growth patterns of urbanized or industrialized areas.

An areawide planning agency is to be designated by Governors for
areas which, because of urban industrial concentrations or other
factors, have substantial water quality control problems.® The agency
must promulgate a plan according to guidelines in the Act which
specify regulatory processes to be used, including & process to regulate
location, modification and construction of any facilities within-the
planning area which may result.in a discharge or an effluent in the
area. The purpose is to prevent cumulative discharges from reaching
an unacceptable level even if each. discharge is within the limit set
for that industry or facility.

- In 1974, the Environmental Protection Agency began making
designations and awarding grants under Section 208 of the Federal

.. ¥ Kentucky, H.B. 469, Laws of 1974, - .

31 City of Pittsburgh v. Alco Parking Corporation, 417 U.S. 369 (1974).
. 32417 U.8. at 879. - : .
. % See Public Law 92-500, Sec. 208 ; 86 Stat. 839.
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Water Pollution Control Act Amendments of 1972..Areas with sub-
stantial water quality problems resulting from urban-industrial -con-
centrations or other factors may be designated. In each designated:
area, a single planning agency has up to three years to prepare an
areawide waste treatment management plan. The primary goal of the
plan is to assure that water quality within each 208 area provides for
the protection and propagation of fish, shellfish, and wildlife and for!
recreation in and on the water.

In December 1974, EPA and HUD began preparing an interagency
agreement to coordinate the preparation of 208 plans and land use
elements developed under the HUD 701 program. The agreement will
be signed in March 1975. ' C

Progress in implementing the planning portion of the Act has been
somewhat slow; EPA grants for planning development were authorized
at $100 million for 1974 but amounted to $25 million. Interim grant
regulations were issued in May.3* As of December 31, 1974, twenty-
seven areas and agencies had been designated to prepare 208 plans.
Thirteen of these agencies had received grants totaling $14.7 million.
By the end of June, 1975, as many as 150 area and agency designations.
are expected to be made. Grants to these agencies could total approxi-

mately $150 million. .
 Areawipe Equity axp GrowrH PoLiciss

. One of the classic problems in American metropolitan areas over
the past years has been the marked disparity in the availability of,
demand for, and ability to finance public services in the various juris-
dictions of the area. While this disparity has traditionally been greatest
between the central city and the surrounding suburbs, some of the
older suburbs are now beginning to exhibit the problems of fiscal and,
physical decay which have been'characteristic of many central cities.
New tensions are developing in some areas where suburban jurisdic-
tions have initiated no-growth or slow-growth policies designed to
maintain the quality of life in their communities. These policies.
sometimes have the eflect of denying to other citizens the right to’
move into areas where higher quality services are available. One solu-
tion to this problem is to equalize services throughout the metropolitan
area, and a number of actions affecting this process were takel in
1974, particularly with regard to education and housing. The various.
growth policies were the subiect of several significant court decisions
as the courts have increasingly become the arena for settling the con-
flicting policies and attitudes toward growth and the provision of
services. : ‘
Equitable Educational Opportunity

Two titles of the Education Amendments Act of 1974 (P.L. 93-380)
contain provisions that could directly affect the development of inter--
jurisdictional or regional educational institutions and programs. Title
11, cited as the ‘“Equal Educational Opportunities Act of 1974,
delimits Federal efforts to desegregate public elementary and secondary
school. The Title states.among other. things-that,the neighborhood is
the appropriate basis for making public school assignments and that.
transportation of students is excessive when it creates risks to their

# 39 Federal Reglster 17201, May 13, 1974.
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safety, disrupts:the-educationsl process, or:impinges sighificantlyont
their educational opportunity. The Title lists the priority of remedies
for a denial of the equal protection of the laws that a Federal court,
department, or agency shall consider. The first remedies require that
students be. assigned “to the schools closest to their places of residence
which ‘provide. the appropriate grade level and type of education.for
such students. . . .” Federal courts, departments, or agencies. are
forbidden from ordering “the implemeéntation of a plan that would
require the transportation of ahy student té a schoel other than the
school ¢losest or next closest to his place of residence. . . .” It declares
that “the lines drawn by by a state, subdividing its territory into
separate school districts, shall not be ignored. or altered except where
it is established that the lines were drawn for the purpose, and had
the effect, of segregating children .. . ..~ v B

With one exception, Federal funds may not be used “for the trans-
portation of students or teachetrs'. . . m order to overcome racial
unbalance in any school or school system. . . .”” The actual impact
of these provisions of Title II may be quite limited. For example,
other provisions declare that all children in public schools are entitled
to equal educational opportunity without regard to race, color, sex,
or natiorial origin, and that dual school systems deny to those stidents
the equal protection of the laws guaranteed by the fourteenth amend-
ment. Nor are the provisions of the title intended to modify or dimin-
ish the authority of the courts of the United States to enforce fully’
the fifth and fourteenth amendments .to the Constitution. of .the
United - States. Educational agencies. are expressly permitted . to
propose, adopt, require, and implement voluntary desegregation:
plans that are at variance with the standards set out in the Title,
and it also permits Federal courts, departments, and agericies .t
approve the implementation of such plans. ‘The - part of,the- 1972
.%cti aixIt%lorizing grants for integrated education parks is repealed by

Two parts of Title VI .of the Education Amendments of 1974 more
directly affect the development of regional education insfitutions and.
programs. The provisions-of the 1972: Emergency School Aid-Act
which instructed the Assistant Secretary to reserve 5 per cent of the
sums appropriated for that Act for purposes of metropolitan area’
projects 1s repealed.. More-positively, however, Title VI also amends
the Education of the Handicapped Act by authorizing the U.S.
Commissioner of Education to.make grants and. contracts for regional
education programs for -the deaf and  other handicapped persons.:
The grants and contracts may be made. with institutions of higher.
education, including junior and community colleges, vocational and
technical, postsecondary,.or adult education. : S :

In making the grants or contracts the Commissioner is to give,
priority to programs serving multistate regional or large population
centers, among other considerations. . Lo
. The. Report of the House Committee on Education and.Labor
noted that the proposed amendment would be “a logical extension of
present Federal efforts to stimulate local; state, and regional programs
and, to provide further assistance with 'theoperational costs of such.
programs.” The- Committee” conclided -this section ofits report by

It is intended that programs funded under this amendment be organized to the
maximum extent possible to serve regional rather than single state areas in order
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to maximize the number of individuals trained and minimize the duplication:
wherever possible.®

State Action on Regional Education Services

~ Regional approaches to educational services, especially special
services and programs, have been adopted in a number of States in
recent years. For example, in 1974 the Iowa legislature abolished the
State’s 52 county school systems and replaced them with 15 regional
units in-order to provide special education and other services such as
libiaries and film services on a more uniform basis.?® A recent report
on sub-State regional educational service agencies indicates that from
1960 through %uly 1973, twenty-four States had established such
agencies. The author makes the following observations with regard
to the development of these agencies:

1. The use of mandatory legislation to create regional service units appears to
be gaining in usage in recent years. That is, in four of the five states utilizing
permissive legislation, action occurred prior to the close of 1965. Conversely, all
six of the states utilizing the mandatory approach did so since 1965;

2. There appears to be some evidence that the geographic boundaries of regional
units must adhere to the actual or approximate geographic boundaries established
by the state, for the administration and operation of other state and federal pro-

ams;

3. While not widespread, there appears to be an increasing relationship between
regional educational service agencies and other local 'and regional subdivisions
and private and quasi-private secial’and welfare.agencies. This increasing activity,
where it exists, tends at present to be limited to joint regional planning and
regional needs assessments and appears to be a direct outgrowth of the require-
ment that regional educational units and sub-state regions identified for state
and federal programming be geographically coterminous;

4, While not significant, there appears to be increasing relationships between
regional educational service agencies and institutions of higher education located
in the same region. In one state, Texas, an organizational linkage is required thus
promoting coordination between elementary-secondary education and post-high
school education. In another state, Colorado, selected post-secondary institutions
have recently been identified- as -eligible for membership in the regional service
agency; and,

5. Finally, the participation of large core city local school districts in the
programs and services of regional service units situated in metropolitan areas
appears to be increasing. The impetus for this development appears to be related
to increasing external incentives for their participation, particularly state and
federal programming requirements.?’

Court Action on Equitable Educational Opportunity

One of the major recent developments in State government has
been a series of court decisons relating to the equitable financing of
public schools. Since educational support comes primarily from
property tax revenues, the cases have centered on the equity questions
involved in educational financing differences between rich and poor
school districts. '

- The California legislature is under a court mandated, 6-year deadline
to eliminate any significant school finance disparities, but the 1974
Jegislature was not able to agree on an acceptable remedy. Similarly,

% {J.S. Congress, House, Committee on Education and Labor, Elementary and Secondary
Education Amendments of 1974 ; report together with separate, dissenting, additional, and
minority views pursuant to H.R. 69, 93rd Congress, 2d session, Washington, U.S. Govt.
Print. Off., 1974. (93rd Congress, 2d session. House Report No. 93-805) 250 p.

3s Towa, Ch. 1172, Acts of 1974.

= Substafe Regionalism in Education, ACIR Information Interchange Service, No. 744,
June 1974 : 8 p.
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the 1974 New Jersey Legislature failed to meet a court ordered Decem-
ber 31, 1974 deadline for producing a school finance program that will
meet the “thorough and efficient’’ standards prescribed by the State
constitution. A 1974 Superior Court decision in Connecticut found
that State’s method for financing public education was in violation
of both the education and the equal protection clauses of the State
constitution. The ruling stated that: :

The complaint about the present system is that the amount of money presently-
available for educating public school pupils in Connecticut is determined signifi-
cantly by the town’s grant list, which is totally unrelated to either the needs or
wants of those pupils . . . To the extent that lack of local property tax money
imposes . . . deficiencies [in educational programs] upon the pupils in one town to
a substantially greater degree than upon the pupils in another town, the pupils
in the former are being denied these educational advantages, because the present
method of raising funds to provide for their education is not related to either
their educational needs or their wants. . . . The evidence in this case is that, as a
result of [the state delegated duty to one Connecticut town] without regard to
[its] financial capabilities, pupils in [that town] receive an education that is in a
substantial degree lower in both breadth and quality than that received by pupils
in municipalities with a greater financial capability, even though there is no
difference between the constitutional duty of the state to the children in [the
town] and the constitutional duty of the state to the children in other towns. .. .38

The Supreme Court decision in Milliken v. Bradley ®®° is the latest
in a series of cases dealing with the problems of school desegregation
and busing. At issue in the Milliken case was the power of federal
courts to order and implement ‘“‘metropolitan-wide” relief in school
desegregation cases.

The district court ordered state officials to submit desegregation
plans encompassing the three county Detroit ‘metropolitan area,
following a finding that a Detroit city-only plan would be inadequate
to accomplish desegregation in the city schools. The effect of the
district court’s decision was to mandate consolidation of the Detroit
school system with the 53 suburban school districts in order to remedy
unlawful segregation in the city schools. The Court of Appeals for
the Sixth Circuit affirmed the district court’s order. :

The Supreme Court, in an opinion written by Chief Justice Burger,
reversed the decision of the lower courts. While the Court did not
dispute the district court’s finding that the actions of the Detroit-
Board of Education had resulted in unlawful segregation, it disagreed
with the lower court’s use of a remedy which reached beyond the limits
of the city itself. The Court held that a federal court may not impose a
multi-district remedy for school segregation violations that originate
in only one district.

The Court left open the situation where several school districts have
operated a unitary segregated system or where school boundary lines
have been drawn with the purpose of fostering racial segregation. In
those situations the court would not preclude use of a metropolitan-
wide desegregation plan to alleviate inter-district segregation.

The Chief Justice also expressed the view that to affirm the use of
metropolitan-wide relief for single district segregation violations
would have profound implications on the principle of local control
over education. He stated that “‘no single tradition in public education -

38 Horton v. Méskill; Docket No. 185283 ‘(Com‘x..Supr. Ct., Harttord Countfy, December 26,
1974) appeal pending before Conn. Supr, 0%,
39418 U.S. 717, 94 S. Ct. 1969 (1974).

56—390—75——3
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is more deeply rooted than local control over operation of the schools;
local autonomy has long been thought essential both to the mainte-
nance of community concern and support for public schools and to
quality of the educational process.” *® Inter-district relief such as in
Milliken “could disrupt and alter the structure of public education
in Michigan . . . The District Court (would) become first, & de facto
‘legislative authority’ to resolve these complex questions, and then
the school superintendent for the entire area. This is a task which
few, if any, judges are qualified to perform and one which would
deprive the people of control of schools through their elected
representatives.” ¥

The Supreme Court remanded the Milliken case back to the district
court with instructions to formulate an order which would eliminate
segregation in the Detroit city schools, “a remedy ‘which has been
delayed since 1970.”

Access to Housing in Metropolitan Areas

Equal housing opportunity has two elements. One has to do with
preventing and remedying discrimination in the availability of
housing. Federal civil rights laws, for example, prohibit discrimination
in the sale, rental, financing or marketing of housing and establish
remedies for such discrimination. The other involves developing
policies that assure widened housing opportunity by way of national
growth and change. Thus, in Title VII of the Housing and Urban
Development Act of 1970, Congress declared that the national urban
growth policy should develop means to encourage good housing for all
Americans without regard to race or creed. In 1974, developments took
place affecting both elements.

In December 1974, the U.S. Civil Rights Commission published a
detailed analysis and critique of Federal fair housing efforts to deter-
mine “how well the Federal Government has done its civil rights
enforcement job . . .” in the period between 1972 and mid-1974.%
The report concerned activities of the Department of Housing and
Urban Development, Federal financial regulatory agencies, the
Veterans Administration and the General Services Administration.
General findings of the 361-page report included the conclusion that
steps taken by Federal agencies with fair housing responsibilities have
been “‘either superficial or incomplete and have had little impact on
the country’s serious housing discrimination problem.” * HUD, the
report charged, ‘has failed to provide adequate guidance to the other
agencies, as mandated by Title VIII [of the 1968 civil rights law],
despite their poor performances.” ** At the same time, the report cited
at least one perceived gap in Federal civil rights law: the 1968 fair
housing statute’s authorization for HUD only to use methods of
conference, conciliation and persuasion in instances where there is a
refusal to comply with fair housing responsibilities.*®

10418 U.S. at 741-742.

41418 U.8. at 743-T44.

42418 U.S. at 753.

£ 7.8, Commission on Civil Rights. The Federal Civil Rights Enforcement Effort 1974 :
Vol. 2 To Provide . . . For Fair Housing. Report of the Commission, Dec. 1974.

44 I'bid., p. 328.

< Ibid. ’ '

48 Ibid. oL e i
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Earlier in the year, the Commission addressed the growth and
development aspect of equal housing opportunity in its report on the
suburbs. A major finding of this report was that “Minorities, particu-
larly blacks, have been Jargely excluded from the development of the
Nation’s suburban areas.” ¥ Specifically recommended was Congres-
sional enactment of legislaticn {facilitating the establishment of
metropolitan housing and community development agencies. Among
other things, these -agencies would develop plans governing the
location of housing at all income levels throughout metropolitan areas.
Such plans would help to assure that housing at various prices and
rents would be accessible to centers of employment. Further, plans
made by metropolitan agencies would be required to avoid the dis-
proportionate concentration of lower-income housing in local areas.*®
The fear of such concentrations has, in, the past, led to considerable
opposition to Federally-aided housing activities, particularly in
suburban areas.

A month after publication of this report, in August 1974, the
Housing and Community Development Act of 1974 (P.L. 93-383)
was enacted into law. While not incorporating the metropolitan
agency proposal, the law contained requirements tying the provision
of lower-income housing to local applications for community develop-
ment block grant assistance. Under the law, communities applying for
block grants submit housing assistance plans to assure that the housing
needs of participating jurisdictions are being met along with local
physical development needs. Among the goals sought by the new block
grant program is the reduction of the isolation of income groups within
communities and geographical areas.

At the end of 1974, on the eve of implementation of the 1974 Act
it was not known to what extent the newly available Federal housing
and community development assistance would contribute to the in-
creased availability of housing for lower income families in suburban
areas.

On September 19, 1974 a House Civil Rights and Constitutional
Rights Subcommittee held hearings on equal housing.opportunity.
Among other things, this meeting touched on new civil rights respon-
sibilities added by legislation in 1974, including HUD’s enforcement
of prohibitions against discrimination in housing.** The Subcommittee
intended to pursue fair housing more extensively in 1975. :

The National Committee Against Discrimination in Housing
(NCDH) has published a handbook for citizens interested in helping
to fashion local plans for Federal housing and community develop-
ment assistance.®® A large amount of such aid is newly available under
the Housing and Community Development Act of 1974 (P.L. 93-383).
The handbook is intended to encourage citizen participation in these
new programs and to prevent funds under the Act from being spent
without regard to equal opportunity. The booklet explains provisions
of the law and tells how fair housing advocates can be effective in
influencing local applications and required plans.

« [J.S. Commission on Civil Rights. Equal Opportunity in Suburbia. Report of the Com-
mlssi?n(,l me6$1)974. Washington, 1974, p. 67. ..

48 I'hid., p. 69, - - O . e,

© J.S. "Congress. House. Committee on the Judlciary. Equal .Opportunity in Housing..
Hearings before the Subcommittee on Civil Rights and Constitutignal- Rights. 93rd .Con-'
gress, 2d Session. September 19, 1974. Washington, U.S. Govt. Print. Of.,' 1974, p. 5. . . .

% National Committee . Against Discrimination , in Housing. Handbook ' for ‘Citizen’ Faic.
Housing Advocacy under the Housing and Communlty Development 'A¢t. of, 1974. Wash:
ington, 1974. 46 p. et oo R e ' ’
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While Federal laws and regulations play an important role in pro-
viding for equal access to housing, another partner in the Federal
system—the State—also has a potentially significant role. According
to one survey of State housing policies: ‘“The control that states can
exercise over local governments puts the states in an almost unique
position to assure adequate considerations of regional concern in local
government decisions.” ¥ State activities in regard to fair housing
have taken three directions: (1) providing equal housing opportunity
and freedom of choice through legislation prohibiting discrimination
in housing on the basis of race, color, creed, national origin, sex,
marital status, or age; (2) regulating the use of zoning powers by local
communities in order to eliminate exclusionary zoning; and (3) formu-
lating plans for a fair and equitable geographical distribution of low-
income housing. To date, Massachusetts is the only State which has
formulated a statewide fair share plan. The elements of such a plan
might include:

(1) The adoption of a plan to equitably distribute the supply
of low-income housing throughout a particular region on the basis
of local fiscal capacity, employment opportunities, land avail-
ability, and existing supply of low- and moderate-income housing;

(2) A program of tax and other incentives to encourage local
jurisdictions to join their neighboring communities in a fair share
plan; and

(3) A policy of giving priority in the allocation of assistance
from State housing finance agencies and urban development
corporations to developments that conform to fair share plans.

While Congress and Federal agencies in 1974 took actions with
implications for fair housing, the courts wrestled with a number of
related issues. Federal and State courts have, on an ongoing basis,
dealt with problems such as the meaning of constitutional provisions
as they relate to housing and the precise definition of mandates set
out in the law. For example, courts have been called on to clarify
the meaning of “fair housing” and the ”affirmative action” mandates
of the 1968 civil rights law. Also, courts have been asked to rule on
whether the actions of local jurisdictions excluding certain types of
housing constitute permissible actions under State police power or
whether such actions can be reversed as unreasonable and not in the
public interest. In 1974, the National Committee Against Discrimi-
nation in Housing and the Urban Land Institute jointly published
a study of exclusionary land use litigation. This report, among other
things, contained brief summaries of salient Federal and State cases
relevant to fair housing as well as an extensive research bibliography.5

The construction of federally subsidized housing often depends
upon the decisions of communities regarding zoning, building permits
and hook-ups to sewer and water facilities. Local officials traditionally
have considerable discretion in making land use decisions. However,
numerous suits have been brought in recent years alleging that
officials have abused their discretion by preventing the construction
of federally subsidized housing within their community.

51 The Councll of State Governments. A Place to Live; Housing Policy In the States.
Lexington, Kentucky, 1974, p. 44.

52 National Committee Against Discrimination in Housing and the Urban Land Institute.
Fair Housing and Exclusionary Land Use; Historical Overview, Summary of Litigation
and a Comment with Research Bibliograghy. Published jointly by NCDH and ULI. (ULI
Research Report 23) Washington, 1974. 72 p.
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The success of such challenges has generally depended upon proof
that racial discrimination was the purpose or effect of the decision
to exclude minority housing. Hence the case law in this area is far
from settled. Recent cases have varied widely as to what specific
decisions of local officials will be considered unlawfully discriminatory
in yiolation of the Fourteenth Amendment.

In some cases courts have held minority plaintiffs failed to show
that local officials purposefully discriminated against racial minorities
as distinguished from the underprivileged generally.® One court
stated this proof requirement as follows;

(I)t appears that in housing, for a racially discriminatory effect to be found,
there must be some showing that a policy or activity which has a racially dis-
criminatory effect results from a prior pattern of discrimination or that such
policies affect only racial minorities.

In addition a circuit court has held that the Housing Act of 1937 %
does not require that local governments accept low-rent public
housing under Federal programs.® The court found “no basis to infer
discrimination on the part of a municipality for doing what it has a
lawful right to do under the express provisions of the Housing Act.””

However, in another line of cases -courts have inferred racial dis-
crimination in various local decisions to exclude minority housing
projects. Where an association of minority migrant workers was
. denied use of a city’s water and sewer facilities for their proposed
subsidized housing project adjacent to the city’s boundaries, the
court held that the denial was racially discriminatory.’

The court noted that ‘“while a city may have no obligation in the
first instance to provide services to anyone outside its geographical
limits, once it begins to do so it must do so in a racially non-discrimina-
tory manner.’® The court found evidence that the city’s refusal of
permits for the minority association was based solely upon a desire
to exclude such groups from the area.

In another case, one which has been in the courts for several years,
the Eighth Circuit Court of Appeals held that the zoning out of a
proposed public housing project by the newly incorporated city of
Black Jack, Missouri, constituted a pattern and practice of racial
discrimination.® The reasons given by the city for the zoning included
road and traffic control, prevention of overcrowding of schools, and
prevention of devaluation of adjacent single-family homes. The court
determined that the ‘city’s reasons did not justify the exclusion of
. housing opportunities for minority groups.

. The final resolution of the above cases will aid in defining more
clearly the policies and practices of local communities which uncon-

53 See Metropolitan Housing Development Corporation v. Village of Arlington Heights,
373 F. Supp. 208 (N.D. IIl. 1974), appeal pending : Acevedo v. Nassau County, 500 F. 2d
1078 (2d Cir. 1974) ; Ybarra v. Town of Los Altos Hills, 503 F. 2d 250 (9th Cir. 1974).

5t Citizens Committee for Faraday Wood v. Lindsay, 362 F. Supp. at 651, (S.D.N.Y.
1973), afirmed, 507 F. 2d 1065 (2d Cir. 1974). _

542 U.8.C. 1401 et seq. X

56 Mahaley v. Cuyahoga Metropolitan Housing Authority, 500 F. 24 1087 (6th Cir. 1974).
But see Cornelius v. City of Parma, 374 F. Supp. 730 (N.D. Ohio 1974), where a court held
that a city’s use of the reféerendum procedure was discriminatory. See also Fletcher v. Hous-
ing Authority of Louisville, 491 F. 2d 793 (6th Cir. 1974). .

57 500 F. 2d at 1092, )

5 United Farm Workers of Florida Housing Project v. City of Delray Beach, 493 F. 2d
799 (Hth Cir, 1974).

52493 F. 2d at 808, ’

® United States v. City of Black Jack, Missouri, 372 F. Supp. 319 (E.D. Mo. 1974), re-
versed, Nos. 74-1345 and 74-1348, 8th Cir., December 27, 1974. See also Joseph Skillken
and Company v. City of Toledo, 380 F. Supp. 228 (N.D. Ohio 1974), appeal pending; Wil-
liams v. Mathews Company, 499 F. 2d 819 (8th Cir. 1974).
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stitutionally interfere with the construction of public housing federally
subsidized programs. Even where public housing is permitted within
a community the housing may be confined to certain areas so as to
maintain patterns of residential separation of races. Such site selection
policies have been the subject of two related cases, initiated more
than seven years ago.

Both of these significant cases concern suits by black tenants and
applicants for public housing against the Chicago Housing Authority
(CHA). The plaintiffs charged that the CHA intentionally main-
tained existing patterns of separation of races by locating public
housing units disproportionately in black neighborhoods and by as-
signing tenants on a racial basis.

In one case,® the Seventh Circuit Court of Appeals affirmed 2
district court order which required the CHA to begin acquiring real
estate for housing projects even without City Council approval (re-
quired by Illinois statute) since the City Council had not held any
hearings on real estate acquisition in over a year. In the other case,”
the same circuit court held that a plan to remedy the racially dis-
criminatory public housing system in the city of Chicago must include
the entire metropolitan area. The court found that such a sweeping
remedy did not conflict with the recent Supreme Court decision ®
regarding metropolitan-wide busing orders because, inter alia, there

was evidence of suburban public housing project discrimination as-

well as discrimination in the city.
Court Action on Growth Policies

One important issue that remained unresolved at the end of 1974
was whether and when limiting or ending local growth constitutes
illecal action denying lower-income would-be residents their consti-
tutional rights of equal protection, due process, and freedom to travel
and when such actions merely constitute the proper and sensible
exercise of local authority to care for the welfare of local residents.®
One observer of recent court decisions on this issue has provided the
following guidelines for determining the likelihood that locally enacted
controls nn growth will be upheld when challenged in the courts:®

(1) The community’s planning and program objectives must be based on facts.
Once supported by substantial evidence, most community objectives will be
accepted as legitimate. However, the intentional exclusion of racial minorities,
and possibly of lower income families, will not be approved as valid community
objectives.

(2) An adverse regional impact may be found in any set of comprehensive
local regulations that limit population densities in growing suburban areas.
However, the adverse regional impact will not justify invalidating the commu-
nity’s program if the community is absorbing a reasonable part of the region’s
population pressures . . . [and] absorption of significant low- and moderate-
income demand for housing is likely to be a factor in determining what is the
fair share of growth of any sizeable suburban community.

(3) Restrictive features that are temporary are more likely to be upheld than
permanent restrictions. .

a1 Gautreaus v. Chicago Housing Authority, 480 F. 2d 210 (7th Clr. 1973), cert. den, 42
U.8.L.W. 3406 (U.8. Jan. 15, 1974).

@ Gautreaus v. Chicago Housing Authority and James T. Lynm, 503 (7th Cir. 1974),
reversing 363 F. Supp. 690 (N.D. 111. 1973).

o3 Afilliken v. Bradley, 418 U.S. 717, 94 S. Ct. 1969 (1974), supra, p. 11.

¢4t Lawson, Herbert C. Civil Libertarians Join Developers to Oppose Citles” Growth Curbs;
Petaluma Slams Its Gates ; Environmental Wisdom or an Act of Class War?; A Constitu-
tional Question. Wall Street Journal. Jannary 31. 1975, p. 1. 16.

& Falk, David and Herbert M. Franklin. Local Growth Management- Policy: A Legal
Primer: Emerging Legal Guidelines for Regulating Growth. Washington, The Potomac
Institute, Inc., 1975 : pp. 39—40.
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{4) Courts respect honest attempts to approach difficult problems rationally.
Use of professional advisors is an indication that comprehensive planning lies
behind the community’s program and that the program reflects rational choices
among reasonable alternatives.

The decision of Village of Belle Terre v. Boraas, handed down by
the United States Supreme Court on April 1, 1974, is one of the very
few zoning cases ever to reach that high court. In this significant
decision the Court upheld the constitutionality of a village zoning
ordinance that restricted land use to one-family dwellings occupied
by traditional family groups of not more than two unrelated persons.
The Court reversed, 7-2, the decision of the court of appeals, with
Mr. Justice Marshall and Mr. Justice Brennan filing dissenting
opinions. '

The Belle Terre ordinance defines a “family’’ as one or more persons
related by blood, adoption or marriage. This automatically excludes
lodging, boarding, fraternity or multiple dwelling houses in the village
of§220 homes and 700 people. The ordinance was challenged by the
owners and three unrelated student tenants of a ‘“single family”
house. The plaintiffs alleged that the zoning ordinance deprived them
of equal protection of the law and violated their constitutional rights
of association and privacy. : ‘

In the majority opinion written by Mr. Justice Douglas, the Court,
held that the ordinance does not impinge on any fundamental rights
and it is not aimed at transients. The Court applied the traditional
test of zoning validity, which requires that the ordinance have a
“rational” or ‘legitimate’” governmental objective. The Court said,
“we deal with economic and social legislation where legislatures have
historically drawn lines which we respect against the charge of viola-
tion of the Equal Protection Clause if the law be ‘reasonable, not
arbitrary’ . . . and bears a ‘rational relationship to a (permissible)
state objective’ .57

The rational basis which the Court found justifies the Belle Terre
ordinance is that of providing quiet, uncongested areas for residential
purposes. Douglas summarized the Court’s decision as follows: %

A quiet place where yards are wide, people few, and motor vehicles restricted
are legitimate guidelines in a land use project addressed to family needs. . . The
police power is not confined to elimination of filth, stench, and unhealthy places.

It is ample to lay out zones where family values, youth values. and the blessings
of quiet seclusion and clean air niake the area a sanctuary for people.

In Construction Industry Association of Sonoma County, et al. v. City
of Petaluma,® a federal district court relied upon the right to travel
to invalidate a local land use ordinance which it found to have an
exclusionary effect. That there is a constitutionally protected “right
to travel” is a principle long recognized and recently reaffirmed by
the Supreme Court in Memorial Hospital v. Maricopa County.”® But
the Petaluma case marks the first time a court has employed the right
to travel compelling state interest rationale in a land-use context.

The city of Petaluma, California, established in 1972 a slow growth
plan imposing a limit of 500 housing units per year to qualify for
building permits over a period of five years. The city argued that the
exclusionary zoning measures were necessary to deal with the city’s

"% 416 17.8. 1, 94 S. Ct. 1536 (1974).
7416 1.8, at 6.
5416 U.S, at 8.

o 375 F. Supp. 574 (D.N.D. Callf. 1974). The city of Petaluma plans to appeal this deci-
sion to the United States Circuit Court of Appeals.
415 U.8. 250, 94 8. Ct. 1076 (1974).
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sewage and water problems and to preserve the “‘small town’’ character
of Petaluma. The court found that the defendant city’s arguments
did not constitute a compelling state interest and struck down the
ordinance as unconstitutional. In oral remarks handed down before

- its written opinion the court said that “. . . no city can regulate

its population growth numerically so as to preclude residents of any
other area from traveling into the region and establishing residence
therein.”

Crucial to the court’s decision was its finding that Petaluma could
easily have contracted for a greater water supply and that its sewage
facilities were really capable of being expanded well beyond the size
called for in the plan.

The court saw the issue in this case as being whether ““a municipality
capable of supporting a natural population expansion may limit
growth simply because it does not prefer to grow at the rate which
would be dictated by prevailing market demand. It is our opinion
that it may not.” ™

The Petaluma case is a nationally important judicial decision as it
is the first time a Federal judge has ruled on a phased, local growth
control plan.”? The implications of this decision—that a town cannot
“stand in the way” of population growth, and that it must absorb
its share of regional development—will affect the land use planning
decisions of towns and cities across the country.

In recent years State courts have increasingly focused on the need
for a regional approach to meet the problems of growth and develop-

ment. Of particular interest are the decisions striking down local

zoning ordinances which have the effect of excluding lower-income
families.”? Recent developments in the case of Oakwood at Madison,
Inc. v. Township of Madison,” illustrate the increasing sensitivitv
of State courts to this problem.

In 1970 Madison Township, New Jersey, adopted a zoning ordinance
to further a policy of curbing its population and stabilizing its tax
rates. The ordinance provided for restrictive minimum lot require-
ments and interior floor space requirements. The New Jersey Superior
Court invalidated the ordinance because it did not provide sufficient
zoning for apartments and failed to promote a reasonably balanced
community.” The court cited the need for housing, especially apart-
ment housing, in the area surrounding Madison Township and held
that a municipality has a responsibility to provide a fair proportion
of land for lower-income housing in its region.

The Superior Court ordered the township to revise its zoning
ordinance and the township appealed to the New Jersey Supreme
Court. Before the state’s highest court could rule, the township
amended its ordinance to provide some zoning for apartments. The
case was remanded to the Superior Court, and on April 29, 1974,

7L 375 F. Supp. at 583.

72 The Petaluma slow growth plan is somewhat similar to the well-known plan of
Ramaypo, New York., which has been upheld by a divided state court in Golden v. Planning
Board of Ramapo, 285 N.E. 2d 291 (1972).

73 Se¢ Molino v. Borough of Glassboro, 116 N.J. Super. 175, 281 A. 2d 401 (1971). In Re
Appecl of Girsh, 437 Pa. 237, 263 A. 24 395 (1970).

74117 N.J. Super. 11, 283 A. 2d 353 (1971). Cf., Southern Burlington County NAACP v.
Township of Mount Laurel, 119 N.J. Super. 164, 290 A. 2d 465 (1972), appeal to New
Jersey Supreme Court pending.

(l'ggt;kwood at Madison, Inc. v. Townsghip of Madison, 117 N.J. Super. 11, 283 A. 24 353
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the court rejected the amended ordinance.”® The amendments en-
larged the amount of land available for housing and apartments, and
decreased andjor eliminated the minimum lot size and maximum
floor 'space requirements, but the court held that the changes were
only a taken advance toward providing lower-income housing
opportunities.

The court defined “region” for housing purposes as ‘“the area from
which, in view of available employment and transportation, the
population of the township would be drawn, absent invalid exclusion-
ary zoning.” The court found that Madison Township had not met
its housing responsibilities: "

Without the rigidity of a mathematical formula this Court holds that Madison
Township’s obligation to provide its fair share of the housing needs of its region
is not met unless its zoning ordinance approximates in additional housing unit
capacity the same proportion of low-income housing as its present low-income
population, about 12 percent, and the same proportion of moderate-income
housing as its present moderate-income population, about 19 percent. The amended
zoning ordinance under review falls palpably short and must be struck down in
its entirety.

In Warth v. Seldin,™® the Second Circuit Court of Appeals beld that
low-income minority residents of Rochester, New York do not have
standing to challenge the zoning practices of the adjacent suburban
town of Penfield. The non-resident plaintiffs alleged that Penfield’s
zoning ordinances unconstitutionally barred low-income persons,
especially persons of racial minorities, from moving into the town.

The court distinguished this case from others in which a developer
owning land in a town is prevented from constructing low-income
housing on his land by the town’s zoning ordinances. In that situation
the non-resident developer has been held to have standing to challenge
the town’s zoning practices on civil rights grounds.® .

However, in this case the court found the dispute between the parties
to be primarily a “political disgruntlement.” The plaintiffs alleged
“neither capability nor intent to construct housing for themselves on
any land which the court might order rezoned as an element of re-
lief.”” 8 Without a personal stake in the outcome of the controversy
such as ownership of land within the town, the court would not grant

plaintiffs standing to challenge Penfield’s zoning practices.

Finally, in a significant decision in Minnesota, a State law that
provided for sharing the benefits of financial growth throughout a
metropolitan area was upheld.®* The Fiscal Disparities Act of 1971
guarantees every unit of government in the metropolitan area a share
of 40 percent of the region’s future growth in commercial-industrial
assessed valuation, regardless of where the new growth is physically
located. Each community’s share of the 40 percent is based mainly on
population. The State Supreme Court found that “the payment of

( ;%akwood at Madison, Inc. v. Township of Madison, 128 N.J. Super. 438, 320 A. 24 223
1974).
77128 N.J. Super. at 441, 320 A. 2d at 224, .

7128 N.J. Super. at 447, 320 A. 2d at 227. Madison Township has appealed this case to
the New Jersey Supreme Court. .

1495 F. 2d 1187 (2d Cir. 1974), cert. granted, 43 U.S.L.W. 3208 (U.S. Oct. 14, 1974)
(No. 73-2024) : accord, Evans v. Lynn, 373 F. Supp. 327 (S.D.N.Y. 1974).

50 'See Kennedy Park Homes Association, Inc. v. City of Lakawanna, 436 F. 24 108 (24
Clr. 1970), cert. denied, 401 U.S. 1010 (1971).

81405 B, 2d at 1192,

82 Village of Burnsville v. Carl Honischuk, Auditor, Dakota County, 222 NW 2d 523
(Minn. Supr. Ct., September 13, 1974) appeal pending before the U.8. Supreme Court.
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taxes in a metropolitan area may have only slight relationships to
use and . enjoyment which residents make of other areas in the dis-
trict. . . . The Fiscal Disparities Act recognizes that to some extent
the location of commercial-industrial development may be irrelevant
to the question of the cost of services which are added to a munici-
pality’s budget occasioned by the location of such a development
within its boundaries.” As a result of this ruling, the Act will be
implemented in 1975.

AREAWIDE PLANNING AND MANAGEMENT

The problems created by unplanned growth and development are
felt most clearly at the local level, and many communities have
responded to citizen pressures for improving the quality of life by
acting to slow, stop, or redirect growth. These actions, taken in isola-
tion from the surrounding communities, have raised new questions as
to how to equitably and efficiently deal with the loss of population
from central cities, racial concentration, and expansive growth in
suburban and outlying areas. The 1974 Report on National Growth and
Development identified the following questions with regard to growth in
metropolitan areas: &

As more single communities seek to guide growth, what balance will be struck
between individual rights and community rights?

Wh}flmg are the areawide impacts of individual community actions to control

Towth¢
. c])-?cfw will broad changes in economic activity affect the comparative position of
older cities?

What is needed to overcome the isolation of minorities that leads to waste of

human talent and social estrangement?
What is the relationship of the need for a balanced transportation system to

. local and areawide growth strategies?

What kinds of neighborhood preservation strategies are needed in the central
cities to make these areas viable residential alternatives?

What strategies for older suburban areas?

What effect will energy cost increases have on metropolitan growth trends?

Obviously, none of these questions can be answered and none of
the problems solved by individual communities working in isolation.
Some clues as to the result of various development choices are indi-
cated m a 1974 report, The Costs of Sprawl,® which is the first compre-
hensive analysis by the Federal government of the economic, environ-
mental, and social costs associated with various types of community
and metropolitan development patterns from low-density single-
family detached homes to high-density planned communities. The
study was jointly financed by HUD, the Council on Environmental
Quality, and the Environmental Protection- Agency and prepared by
the Real Estate Research Corporation.

Somewhat disconcertingly, however, the cover page of the report
notes that “the data, analyses, and opinions presented do no neces-
sarily reflect official positions of any of these agencies”. Nevertheless

8 U.S. President, 1974—(Ford). Report on National Growth and Development, 1974.
Washington, 1974. pp. 15-16.

8 The Costs of Sprawl: Executive Summary. Washington, U.S. Govt. Print. Off., April
1974. The results of the study show a surprising consistency : good planning and especially
higher density development results in lower economie and environmental costs, reduced
natural resource consumption, and some positive and negative personal effects for any given
number of dwelling units,
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the analyses indicates that, with respect to economic costs, in terms
of total investment costs, the high density planned community Is
distinctly lower than the conventional quarter-acre single family
house development pattern. With densities of 4 people per acre costs
are 44 percent below the low density sprawl (two families per acre)
community. The largest cost savings are in construction of residential
dwellings, although important savings are attributable to reduced
costs for roads and utilities, which are about 55 percent lower in the
high density than in the low density community. With respect to
environmental costs, the report concluded that higher density
developments require less energy for heating, and higher density and
better “planned’’ communities stimulate less automobile use. Thus
the high density planned community generates about 45 percent
less air pollution than the low density sprawl community. In the more
intangible area of personal cost, the analyses revealed that increased
density reduces the amount of time that family members spend
traveling to work, school, etc., and higher density developments
typically take less of the residents’ time to clean and maintain. There
are likely to be fewer traffic accidents with better planning, but
crime may increase with higher densities, as will various psychic
costs which are particularly dependent upon design and planning
details.

If the conclusions of this report are correct, they further illustrate
the need for a governmental institution which is capable of under-
taking the planning and decision making necessary for guiding growth
into the more favorable patterns. Such an institutional capacity does
not currently exist at any level of government. According to the
Task Force on Organizational Structures of the Science Advisory
Panel, House Committee on Public Works, there are five alternatives
available in creating areawide institutions which are capable of
achieving more satisfactory patterns of national growth and develop-
ment within the new environmental, resource, and energy constraints
under which public officials must operate:®

(1) Leave decisions solely to states and localities. ‘

(2) Establish Federal standards, but without direct Federal involvement in
implementation. .

(3) Provide Federal incentives and rewards for regional cooperation at the inter-
state or substate level, but without direct Federal involvement. This requires adop-
tion of a national regional policy.

(4) Keep experimenting as at present with new Federal-interstate-substate -
organizations created as the need arises. :

{(5) Establish a national system of interstate and substate organizations:

(a) Conversion of the Federal Regional Councils (administratively created
bodies at the'moment) into-Intergovernmental Commissions on which States

- (and perhaps major metropolitan areas) would sit in ' much the same manner as
they do on the present Economic Development Regional Commission.

(b) Strengthening of Federal leadership on national growth and develop-
ment policy by creating in the Domestic Council or the Office of Management
and Budget a position answerable to the President for Federal Coordination
and Planning. The Chairman of each Regional Council would answer to this
representative of the President.

(¢) Requiring existing regional bodies’ with special functions§to conduct
their work under the umbrella of the Intergovernmental Commission. Re-
gional bodies for special purposes could be created or disbanded as the need

8 {J,S. Congress. House. Committee on Public Works. Scieﬁce Advisory Panel. A National
Public Works Investment Policy . . : pp. 33-34 .
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arose. Existing regional economic development commission. could be disman-
tled and their functions folded into the new intergovernmental commissions.

(d) Development of block grant or special revenue funding that would be
administered by these commissions for purposes of managing growth and
development on a regional basis. The commissions would be authorized to
allocate the funds in accordance with plans for influencing the distribution
of population and economic activity, construction of public works and fa-
cilities, protection and enhancement of the environment, etc.

(¢) Formal use of substate districts as local planning and development
mechanisms for these purposes within the larger regional framework.

In recent years, various institutions have been established at the
areawide level, largely in response to Federal legislation and regu-
lations. For example, under _the Intergovernmental Cooperation Act
of 1968 and OMB Circular No. A-95, units of State and local govern-
ment are required to submit applications for most Federal aids to
State and areawide clearinghouses for review as to conformance with
comprehensive development plans for the area. Under this stimulus,
State and local governments have created 455 regional clearinghouses—
220 metropolitan and 235 nonmetropolitan. Other areawide agencies
have been established to deal with economic development, law en-
forcement planning, and other specific functions. A recent evaluation
of these new institutions concluded that:

Clearly, the credibility of substate organizations depends upon whether they
grow out of real local needs clearly perceived by both officials and the public. If
established solely in response to Federal requirements, they have no durability or
credibility. If they serve as true mechanisms for de-centralization of state adminis-
tration and are; creatures of the state and if the Federal government genuinely
puts its own house in order with respect to the use and support of such groups,
then there may be sufficient “real” functions to provide the local credibility

required.
GAO Review of A-95

The General Accounting Office has completed a report to the Con-
gress assessing the implementation and impact of the Office of Manage-
ment and Budget Circular of the A-95 review and comment process,
one of the first Federal attempts to encourage areawide planning and
management.” :

‘Recommendations were made on the need for increased program
coverage, improvements in the project notification and review system,
direct Federal development projects, OMB administration, and the
regional grant information system. GAO recommends that A-95 be
expanded to cover all Federal financial assistance programs which can
impact on area or community development. Currently only 138 of
the 550 Federal assistance programs are covered. GAO found that
the limited and changing coverage has confused officials at all levels as
to which programs are subject to review. In addition, it has kept local
governments from fully exercising their prerogative of determining
whether a proposed project has potential impact on an area or
community.

While A-95 has provided substantial savings by avoiding duplica
tion and conflicting projects, GAO found that it is not achieving it

88 Ibid. p. 53.

57 .8, pGenex‘ul Accounting Office. Improved Cooperation and Coordination Needed
Among All Levels of Government—Office of Management and Budget Circular A-95. Report
to the Congress by the Comptroller General of the United States. (Washington) 1975,
(CB-146285. Feb. 11.1975). 102 p.
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full potential. Violations of basic requirements, confusion among all
parties, and lack of guidance by OMB have all contributed to problems
in the process. - -

All parties are prone not to comply with important parts of A-95.
Applicants fail to give clearinghouses and potentially affected parties
an opportunity to review and comment on proposals. Clearinghouse
operations are such that A-95 could break down in several key areas.
Federal agencies are not adequately instructing applicants on A-95
requirements and are not assuring that proposals are afforded A-95
review. OMB’s low-keyed approach to implementing the process has
contributed to and in some cases, caused these problems. :

GAO also found that Federal agencies constructing buildings an
other public work projects did not consistently notify State and local
governments and clearinghouses of their planned development. As a
result, projects met with delays, cost overruns, and adverse reactions
from citizens and government officials. S

GAO has made extensive recommendations to the Office of Manage-
ment and Budget for dealing with the problems identified. OMB has
identified an additional 150 programs which could be covered by A-95,
but indicates any increases will depend on the ability of clearinghouses
to handle the increased workload and of Federal agencies to monitor
compliance.

State Action on Areawide Planning and Management

In 1974, at least two States acted to create areawide institutions
that are ““true mechanisms for de-centralization of state administration
and are creatures of the State”, rather than simply responses to
Federal prodding. Furthermore, a recent survey by the National
Association of Regional Councils shows that 31 States are now provid-
ing more than $12 million in general support funding to regional
councils.®® This is an increase of five States and $3 million over last
year. General support funding is defined as State money given to
councils to use at their own discretion, rather. than grants tied to
specific functional programs. These funds can be used as the local
share to meet Federal matching requirements, for general administra-
tive support, or for special projects. States that have recently initiated
such funding include Alabama, Delaware, Florida, Kansas and West
Virginia. ' .

n addition to providing increased funding to areawide organiza-
tions, the States are beginning to use these organizations for various
new functions and procedures. For example in New York, the State
Office of Planning Services will work with regional councils in a coop-
erative effort to develop a State Coastal Zone Management Program.
The State will pass through 50 percent of its $550,000 grant to affected
regional councils. In Michigan, representatives from the 14 substate
planning districts were invited to participate in the State’s budget
hearings and to present their fiscal and legislative concerns to State
officials. This is the first time that regional council representatives
have been invited to participate in the formulation of the State’s
budget. A coalition of regional councils and State agencies in Ken-
tucky, in cooperation with the Southeastern: Federal Regional Council,

# National Assoclation of Reglonal Councils. Summary of State Finéjhclhl,’Assisﬁaﬁce to
Regional Councils, Washington, 1975, 5 p. AN Ao . S
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is operating a statewide Integrated Grant Administration program.
This permits the funding for all maior problems carried out by the
15 districts to be brought together under one application.?®

Broad-based State support for regional institutions was indicated
‘in significant actions in Colorado and Minnesota. In Colorado, an
Executive Order issued on July 1, 1974 directs that all constitutional
and statutory agencies of the State which carry out functions that in
any way affect local government or citizens in local areas must realign
their functional substate areas to make them coincide with the 13
planning and management regions established by Executive Order
in 1973.%° Agencies are to use the 13 regions in all their planning,
programming, budgeting, and reporting, so that the State will be
able to develop uniform statistical and operational bases for all pur-
poses and for all levels of activity. This action was to be completed
by January 1, 1975.

In Minnesota, the Legislature enacted the Metropolitan Reorgani-
zation Act of 1974,% which makes many changes in the operation of
the Metropolitan Council for the Twin Cities region. The Council is
required to adopt regulations establishing standards and guidelines
for determining whether any proposed matter is of metropolitan sig-
nificance. An advisory committee of locally elected officials from the
Council districts is to provide advice and make recommendations in
the preparation of these regulations, the purpose of which is “to pro-
mote the orderly and economic development, public and private, of
the metropolitan area.” The Council is to submit the standards,
guidelines and procedures to the legislature for approval by April 11,
1975. If approved by the legislature, the regulations become effective
July 1, 1975. Once the regulations are adopted, the Council is required
to review the following matters to ensure that they are in conformance
with the regulations:

All proposed matters of metropolitan significance to be under-
taken by any private organization, independent commission,
board or agency, local governmental unit, or any State agency;

All applications of a metropolitan commission, independent
commission, board or agency, and local governmental units for
funds, grants, or loan guarantees from the United States if
review by a regional agency is required by Federal law or the
Federal agency;

All applications of a metropolitan commission for grants, loans,
or allocations from funds made available from the United
States to the metropolitan area for regional facilities pursuant
to a Federal revuenue sharing or similar program; and

All applications or requests of a metropolitan commission,
independent commission, board or agency, and local governmental
units for State funds allocated or granted for proposed matters of
metropolitan significance or if review by a regional agency 1s
required by State law or the granting State agency.

The Council will have authority to suspend for up to one year any
project, public or private, that it determines is of metropolitan sig-
nificance.

 State News of Interest to Councils. National Association of Regional Councils Newslet-
ter, No. 89, Nov. 5, 1974 :7.

% Vanderhoff, John D. Planning Frontlers for the State of Colorado. AIP Newsletter,
October 1974 : 10-11. -

o1 Minnesota, ch. 422, Acts of 1974.
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The legislation also provides that the Council prepare “long-range
comprehensive policy plans”’ for various functional areas such as
transportation and waste disposal. '

Responsibility for each functional area is assigned to a Metropolitan
Commission, which will prepare ‘“development programs’” containing
the appropriate implementation plans. If the Council finds that a
development program is not consistent with its policy plan, the com-
mission must make the necessary changes. The commissions cannot
undertake any capital improvements unless they are part of the
Council-approved development program.

Penpineg Issues IN IMPROVED AREAWIDE PLANNING
AND GOVERNANCE

Each level of government has.great potential for creating governing
institutions that are metropolitan in scale and for improving regional
decision-making. The Federal government and the States do have a
number of options, authorities and leadership potentials for initiating
policies to ameliorate the present problems of metropolitan governance.

Standard Setting

National standards of performance established for a region (as
in air and water quality, interstate highway construction, etc.) have
a determining impact on local public decision making. As a counter-
part to ‘“buying in” through grants-in-aid, consideration might be
given to extending this regulatory approach through legislation to
other clearly interjurisdictional programs. Legislative performance
standards could be set, for example, to achieve access to equivalent
transportation services which might require a variety of mass transit
facilities and subsidies; uniform provision of employment information;
a range of housing choices; or to availability of recreational, educa-
tional and other opportunities throughout the metropolitan area.

Revenue Sharing and Reform

It has been suggested that the State and Local Fiscal Assistance
Act of 1972 could be revised in the context of a set of national goals
for improved metropolitan governance and/or policy making. Future
eligibility for grants to local governments in metropolitan areas
could be contingent on local plans that would move toward elimina-
tion of fiscal disparities, metropolitan delivery of adequate public
services in each jurisdiction, and governmental reform.

Areawide Planning

The Advisory Commission in Intergovernmental Relationsv (ACIR)
has called for enactment of legislation that would consolidate all area-

- wide planning requirements (and, hopefully, funding) associated with

Federal categorical assistance. Comprehensive and functional plan-
ning could be linked with a view to achieving a better balance among
and blending of areawide activities that are now too often inconsistent.
Federal support for comprehensive and functional planning to States
and their subdivisions is now available from over 30 separate pro-
grams. Could State, regional, metropolitan and local plans be inte-

S



38

grated to produce a more coherent growth and development policy .

for the U.S.? At a minimum, the time for consolidation of planning
aid and uniformity in requirements appears to be at hand.

Shared Authority

ACIR has proposed a metropolitan institutional strategy of de-
veloping a decision-making mechanism that builds on existing councils
of governments. Basically this mechanism would have policy control
over areawide planning, programming and policy development in its
region. Made up predominantly of local government officials, the
organization would be assigned the decisive policy role but not the
operating authority over special districts. The Intergovernmental
Cooperation Act of 1968 would be amended to give the council of
governments review and approval authority (along with the federal
agency involved) over all of the Federal grant-in-aid applications
covered by the A-95 clearinghouse process. The longer-term intent
would be to focus on councils of governments as the preferred multi-
jurisdictional organization for basic policy development and, where
designated by State law, as the implementing institution.

Governmental Reorganization

ACIR has also urged the Federal executive branch and Congress to
adopt policies which accommodate State and local efforts to reorganize
governmental responsibilities at the sub-state regional and local
levels. The Commission also found that present patterns of local
assignment of functions are often haphazardly determined by fiscal
pressures on State and local government and numerous Federal and
state program initiatives. These programs can result in inappropriate
and conflicting functional assignments among State, regional, and
local levels.

To divide the responsibilities among the levels more consistently and
logically, the Commission adopted recommendations calling upon the
States to enact an on-going policy and process to deal with the problem.
ACIR also urged the Federal government to respect State and local
policies in the allocation of governmental functions.

Commumity Development Act Implementation

The Housing and Community Development Act of 1974 requires
that Title I community development grant applications be submitted
to review by an official area-wide agency for comment as to the
application’s conformance to regional plans. HUD application re-
quirements call for an assurance to be provided by each applicant
that it has fully complied with OMB Circular A-95 requiring such
reviews. However, it is not clear whether HUD will critically examine
negative comments by clearinghouse agencies in the initial and sub-
sequent years of the Title I program.

By design, necessity, and even inadvertance, the Federal govern-
ment, the States, and the courts continued in 1974 to respond to the
challenge of guiding metropolitan area growth and redevelopment.
Neither the actions taken in 1974 or the issue options noted above are
simplistic nor readily achievable. Each of the new proposals are con-
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troversial and would require careful examination. Even if national
policies of standard setting, revenue-sharing reform, planning con-
"solidation and support for council of governments decision making
were enacted into law, considerable detailed work would be required
by knowledgable people at all levels of government. Nevertheless, the
positive actions taken in recent years, and the new direction now
being identified, can be expected to contribute to improving the quality
of decision making in the nation’s metropolitan areas.

656 300~ 7§ 4



Craprer II. RURAL DEVELOPMENT AND ECONOMIC
GROWTH '

InTRODUCTION

The Housing and Urban Development Act of 1970 included the
following goals as elements of a national growth policy:

Foster the continued economic strength of all parts of the United States,
including central cities, suburbs, smaller communities, local neighborhoods and
rural areas;

Help reverse trends of migration and physical growth which reinforce dis-
parities among States, regions, and cities.

The thrust of these goals is to provide job and income generating
economic conditions in rural areas and small towns, as well as in large
urban areas, so that the people of the United States will have a greater
choice in deciding where to live. Access to jobs, income, and services
in nonmetropolitan areas is seen as a necessary precondition to halting
the migration to overcrowded and overburdened metropolitan areas,
thereby creating more desirable growth patterns.

In 1974, against a background of deteriorating economic conditions
nationwide, a major debate took place between the Congress and the
Administration over the desirability and achievability of these goals.
The debate centered around the renewal or extension of the Public
Works and Economic Development Act of 1965 and the implementa-
tion of the Rural Development Act of 1972. The availability of various
public services in rural areas, and the impact of the energy crisis on
rural growth and development were the subject of hearings, although
no legislation was enacted in this area. Emergency legislation was
enacted, however, to help alleviate unemployment problems through a
Job Opportunities Program.

Ecoxomic GrowrH AND DEVELOPMENT
Public Works and Economic Development Amendments of 1974

Section 8 of the Public Works and Economic Development Act
Amendments of 1973 required the President to . . . reexamine
current and past Federal efforts to secure balanced national economic
development and . . . submit to Congress within six months after
the enactment of the Act a proposal for the restructuring of the
various Federal economic development programs.” This report was
submitted to the Congress on Kebruary 1, 1974, and formed the
basis for the Administration’s proposals for an alternative approach
to Federal economic development efforts, which were articulated in
the State of the Union Message, the FY 1975 budget, and the Eco-
nomic Adjustment Act of 1974 (S. 3041).

1 U.8. Department of Commerce and U.S. Executive Office of the President. Office of
Management and Budget. Report to the Congress on the Proposal for an Economic Adjust-
ment Program. [ Washington] 1974. (Mimeographed) 57 p.

(40)
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The Report to Congress on the Proposal for an Economic Adjustment
Program lists six possible objectives for an area or regional economic
assistance program:

1. Permit early and orderly adjustment to structural changes in regional or
area economic conditions to minimize economic and social distress. °

2. Stimulate employment opportunities for the unemployed of areas of persistent
and substantial unemployment.

3. Stimulate more productive employment opportunities for the under-
employed of areas with low average income.

4, Stimulate expanded employment opportunities in rural areas.

5. Help assure more rational economic growth patterns to make more efficient,
use of natural resources. and maintain an acceptable balance between economic
and environmental objectives. )

6. Encourage a more even population distribution throughout the country.

Although the two latter points are Congressionally-declared ob-
jectives of a mnational growth policy, the report rejects them as
objectives for an area or regional economic assistance program.
Assuring more rational growth patterns in order to make better use
of natural resources and maintain an acceptable balance between
economic and environmental objectives was viewed as a national
economic objective underlying all development programs, but which
area-oriented development programs alone could do little to imple-
ment. On the other hand, the Administration believed that States
and communities should be concerned with this objective, and that
the Federal government’s role is to give people in local areas the
ability to make their own decisions with regard to economic and
environmental objectives. The objective of encouraging a more
even distribution of population throughout the country by encouraging
people to live in smaller communities rather than increasing the
concentration in large metropolitan centers was also rejected as a
desirable goal of Federal economic development programs. The report
concluded that although a more even -distribution of population
might be a desirable goal, it was a goal that should fall within the
jurisdiction of the Individual States, rather than the Federal
government.

The report concluded that the Economic Development Adminis-
tration and the Title V Regional Commissions had had little impact
on area development. Federal programs intended for purposes other
than development, such as military base locations and procurement
patterns, have had a far greater impact. The Administration viewed
EDA’s mission as a supplement to and a limited coordinator of the
private economy, which it saw as the main force behind economic
development patterns.
= According to the report, certain specific characteristics of EDA
operations contributed to the agency’s inability to implement its
goal of creating employment opportunities in pockets of persistent
unemployment, including:

(1) The lack of continued focus or defined objective.
(2) Dispersal of available resources in subcritical amounts.
(3) Substitution of priorities of Federal civil servants for those
of elected State and local officials. '
~ (4) Inability of EDA to carry out coordinated development
efforts with State, local, and private resources. '
The report was particularly critical of what its authors saw as an
inadequate opportunity to obtain the planning input of State and
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local officials in the formulation of EDA projects. The EDA structure
tended to encourage proposals which area representatives thought
would meet with the approval of Federal agency officials, rather
than those which accorded with their own priorities. On the other
hand, the- authors praised EDA’s Economic Development District
program, calling it “one of the potentially most useful and encouraging
results of the EDA experiment.”” The report cited EDA accomplish-
ments in the areas of planning and the coordination of other programs
related to economic development.

The Administration’s evaluation concluded that the Title V commis-
sions had been ineffective in coordinating other Federal grant pro-
grams, through their authority to provide supplementary grants-
mn-aid to Federally funded projects, although they could continue to
serve as useful planning instruments on a multistate level. The report
acknowledged the substantial difference between the Title V commis-
sions and the Appalachian Regional Commission. It pointed out that
ARC could make resource allocation decisions in dealing with a truly
regional program. ARC was commended for its demonstration that
multilevel regional cooperation could work well in the absense of a
cumbersome, self-imposed, Federal bureaucracy, and continued
Federal support for the ARC was recommended.

The Administration had decided that current approaches to eco-
nomic development were not working, and proposed, in the State of
the Union message, a new “‘economic assistance program, that would
help States and communities to create employment opportunities
where they have been affected by structural changes in their economies
which has brought about persistent unemployment or depressed
incomes.” 2 The FY 1975 Budget called for a new economic assistance
program that would “permit States and communities to respond
flexibly to problems of economic change and unemployment.”” 3
The proposals were spelled out in greater detail in the Administra-
tion’s proposed Economic Adjustment Act of 1974 (S. 3041), which
was submitted to the Congress on February 19, 1974.

The focus of the Administration’s program, as contained in S. 3041,
was on revenue sharing and the decentralization of planning respon-
sibilities and priority-setting to State and local governments. This
reflected the findings of the Administration that existing economic
development programs had failed, in part, because of the substitution
of the priorities of Federal civil servants for those of elected State
and local officials.

The Administration recommended that the Economic Development
Administration be abolished, partly because its principal impact was
the improvement of community facilities, rather than solving un-"
employment problems or increasing income levels in economically
distressed areas. The Administration contended that the efforts to
improve community facilities would be adequately handled under the
proposed Better Communities Act and the Rural Development Act.*

2U.8. President, 1969-1974 (Nixon). State of the Union—DMessage from the President
of the United States, Congressional Record (daily ed.), v. 120, January 30, 1974 ; H 360.

3U.8. President, 1969-1974 (Nixon). The Budget Message of the President. Congressional
Record (daily ed.), v. 120 ; H 507.

* U.S. Congress. House. Committee on Public Works. Subcommittee on Economie Develop-
ment. H.R. 12942 and Related Bills to Amend the Public Works and Economic Development
Act of 1965, and for other purposes. Hearings, 93rd Congress, 2nd Session. March 28,
April 1, 23, 24, 1974, Washington, U.S. Govt. Print. Off., 1974, p. 30.



43

Consequently, the President’s FY 1975 budget request included
proposals for transferring many of EDA’s activities to other Federal
agencies and departments. These changes were reflected in appro-
priations for the loan programs authorized by the Rural Develop-
ment Act in the areas of public works construction, community
facilities, and business and industrial development. In addition, the
Administration would have transferred EDA’s Indian economic
assistance programs to the Bureau of Indian Affairs.

The Economic Adjustment Act would have continued the funding
of EDA and the Title V regional commissions through fiscal year 1975,
while simultaneously substituting a new economic adjustment
program. The Administration requested $200 million for all the
programs authorized by the Public Works and Economic Develop-
ment Act of 1965, including the Title V commissions, and $100 million
for the new adjustment program. As of July 1, 1975, EDA would be
disbanded and the Title V regional commissions would no longer be
Federally funded although the States could use their revenue sharing
money to finance the Title’'V commissions if they wished to do so.

The legislation would have made money directly available to States
and substate districts. Responsibility for economic development
planning would rest with the States. The program would be imple-
mented 1n a two-step fashion over a period of two years. Eighty percent
of the funds would be allocated to States via a formula based on land
area, population, median income, and unemployment. The remaining
20 percent would be set aside for discretionary use by the Secretary of
Commerce to deal with emergency adjustment situations.

In general, the new proposal allowed flexibility in the formulation
of State development priorities. The only requirement a State would
have to fulfill in order to receive Federal funds was that it draw up a
State economic adjustment plan for approval by a Regional Adminis-
trator. The money could be spent in almost any way;it could provide
anything from public works construction employment and business
loans to tax rebates and unemployment compensation. Although
Federal approval for the overall State plan would be required, the-
Regional Administrator could not veto any individual project. The
continuing role of the Regional Administrators was not made clear.
Aside from the approval of State plans, their function appeared to be
consultative, providing the States were interested.

In the Spring of 1974, hearings were held on the Administration’s
proposals and other bills to amend and extend the Pubiic Works and
Economic Development Act.® Almost without exception, the witnesses
favored the continuation of the EDA and Title V programs in approxi-
mately their present form. The recommended period of extension
varied from two to five years. Almost as uniformly as EDA was

-supported, witnesses spoke out against the Administration bill, for

several reasons. Principally, witnesses questioned the ability of the
States effectively to administer a block grant program, and the

_capacity of State and local areas to develop the necessary expertise .

and capabilities to undertake economic adjustment and growth -

5Ibid. and U.S. Congress. Senate. Committee on Public Works. Subcommittee on Eco-
nomic Development. Extension of the Public Works and Economic Development Act of
1965, Hearings on 8. 3041 and 8. 3641. April 3 and June 26, 1974. Serial No. 93-H38.
98rd Congress, 2nd Session. Washington, D.C., U.S. Govt. Print. Off., 1974. 356 p.
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activities within one year. Testimony indicated the need to provide
continued planning and technical assistance to communities suffering
from both long and short term unemployment. Various witnesses also
expressed dissatisfaction with the plan to transfer the special Indian
programs to the Bureau of Indian Affairs, an agency they viewed as
largely unresponsive to Indian needs.

In reaction to public testimony, both the House and the Senate
committees reported out alternatives to the Administration’s bill to
amend and extend the Economic Development Act.® The thrust of
both bills was to (1) provide new authority to increase the capacity of
State and local areas to undertake economic adjustment and develop-
ment programs; (2) to provide for better coordinated planning on the
State and local level; and (3) to strengthen the Economic Develop-
ment Districts already in operation. The Title V commission structure
was basically retained. On September 27, 1974 the Public Works and
Economic Development Amendments of 1974 became law (P.L. 93—
423).

The Act authorized $1.475 billion for a two-year extension of eco-
nomic development programs. It included a new $30 million authoriza-
tion for the operation of any health projects operating under a health
care plan approved by the Department of Health, Education and
Welfare. It also authorized $75 million annually for business loans and
guarantees for leases and loans made to private borrowers by private
Thstitutions within redevelopment areas, as well as the existing direct
business loan program. Working capital loans are authorized, and
working capital loans made to private borrowers by private institu-
tions are guaranteed. All loan guarantees are authorized for up to 90
percent of the outstanding balance of loans.

Technical assistance funding authorizations were increased to $75
‘million. Grants for economic development planning are authorized
for up to 80 percent of the cost to States, cities, and substate planning
organization, including redevelopment areas and EDAs. States may
receive planning grants of not more then $15 million annually. The
seven Title V regional action planning commissions received an au-
thorization of $150 million per year.

Special Economic Development and Adjustment Assistance

Perhaps the most innovative change made by P.L. 93-423 was the
establishment of a new Special Economic Development and Adjust-
ment Assistance Plan (Title IX). The purpose of the new program is
to provide assistance to areas either experiencing or about to experience
significant structural economic dislocations. Although it is certainly
the case that communities already impacted are eligible for aid, the
main thrust of this program is to give States and local areas the
technical and financial tools they need in order to (1) identify a po-
tential dislocation problem before their communities become impacted
and (2) deal appropriately with the adjustment problem according to
their own priorities and using their own manpower resources to the
maximum extent practicable. As examples of dislocations, the legisla-
tion puts particular emphasis on those resulting from a change in

¢ 7J.S. Congress. House. Committee on Public Works. Extension of Public Works and Economic Develop-
ment Act of 1965. Report together with supplemental and additional views to accompany H.R. 14883.
(93rd Congress, 2nd session. Report no. 93-1094); U.S. Congress. Senate. Committee on Public Works.
Public Works and Economic Development Act Amendments of 1974, Report together with minority and
additional views to accompany S. 3641. (93rd Congress, 2nd session. Report no. 93-1055).
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public policy, such as the decision to close or relocate important
Federal installations, most particularly military bases, or the enforce-
ment of environmental legislation which requires the cessation or
curtailment of certain business activities. The title also encourages
the development of demonstration programs aimed at testing new
approaches to adjustment problems. Technically, the program also
authorized assistance to communities effected by economic adjust-
ment problems other than unemployment as well.

The Secretary of Commerce is authorized to give grants to States,
redevelopment areas, EDDs, cities, Indian tribes, or any other political
subdivisions of States to accomplish the purposes of the title. An
eligible area desiring assistance must first submit for the Secretary’s
approval a plan describing how it intends to deal with its adjustment
problems. Various restrictions exist with respect to the plan. It must
1dentify the adjustment problem, describe the type of activity pro- A
posed to deal with the problem, and describe how specifically the
activity is to be carried out. It must also set forth the level of planning
detail required and the provisions made to insure adequate coordina-
tion with appropriate regional commissions.

Grant monies may be used either directly by the eligible recipients,
or redistributed through them in the form of grants, loans, loan
guarantees, or in other forms to public and private entities, to carry
out the purposes of the title. If the grants are to be redistributed in
the form of loans, then the overall plan must detail the method and
'schedule of repayment to the original eligible recipient. The only
significant restriction on the redistribution of the original grant
money is that no eligible recipient may make grants to profitmaking
enterprises.

Uses to which the money may be put are almost unlimited. They
include payment for rent supplements, planning, research, technical
assistance, job training, employee relocation, and other related pur-
poses as well as for the construction of public facilities, public services,
and business development. The eligible recipient must be a State if
the plan includes the delivery of unemployment compensation; $75
million is authorized for fiscal 1975 and $100 million for fiscal 1976
for this title.

It is essentially through this title that the Congress intended to
mount a limited demonstration of several of the concepts articulated
in President Nixon’s Adjustment Act. It is an attempt, among other
things, to develop the technical and planning capacities of States and
local areas in order that they might act more independently, according
to their own as well as national economic development priorities.

The Emergency Public Works Employment Bill

In the late Fall of 1974, President Ford called for the creation of a
Community Improvement Corps (CIC) to provide work for the un-
employed ‘‘through short-term useful work projects to improve,
beautify, and enbance the environment of our cities, towns, and our
countryside.” The program would become operative when the national
unemployment rate had exceeded 6 percent for 3 consecutive months.
Local labor areas would qualify for grants when unemployment
exceeded 64 percent. :

The Congress respondéd to the President’s request by enacting the
Emergency Jobs and Unemployment Assistance Act of 1974 (P.L.




46

93-567). Its Title III adds a Title X to the PWED Act. Title X,
entitled the Job Opportunities Program, authorizes the Secretary of
Commerce to provide emergency financial assistance to programs and
projects which will expand or accelerate the job creating 1mpact of
such programs or projects. In order to complete swiftly the process
of project eligibility, all departments and agencies of the Federal
government are required to evaluate the job creation effectiveness of
programs which they administer and to submit to the Secretaries of
Commerce and Labor recommendations for funding of programs which
have a potential for stimulating employment in areas designated as
eligible under Title X. In allocating funds, the Secretary shall give
priority according to the severity of unemployment in the area and
the appropriateness of the project in relation to the number and
needs of the unemployed there. Funds should be concentrated in
labor intensive projects and their allocation should take into account
an equitable balance between urban and rural needs.

The aid provided is of an emergency nature and projects funded
should be such that they can be promptly initiated and completed. To
carry out Title X $500 million is authorized to be appropriated for
fiscal 1975. Any amounts appropriated but not obligated by the end
of fiscal 1975 will remain available to be obligated until but not beyond
December 31, 1975. No funds shall be obligated after the Secretary
of Labor determines that the national unemployment rate has been
below 6.5 percent for three consecutive months.

As of January, 1975, $125 million has been appropriated to carry out
Title X by H.J. Res. 1180, an Urgent Supplemental Appropriations
resolution. It should be understood that Title X is essentially an emer-
gency measure and does not relate to long term economic development.

Economic Development in the States

The 1974 Report on National Growth and Development identified
the various ways in which the States have attempted to promote
economic development over the years” The methods range from
establishing overseas offices to attract foreign industry (15 States) to
industrial development programs which provide services such as
leasing buildings and providing loans or guarantees (30 States).
Twenty States utilize revenue or general obligation bonds to finance
industrial development and 43 have authorized cities and counties
to do so. All 50 States use tax incentives in one form or another, and
many States are developing manpower training programs that are
geared to the needs of newly arrived industries.

Generally, the States have remained neutral as to the specific
location of new industries in the State, although in recent years several
States have acted to encourage industrial development in specific
areas so as to achieve a better balance of jobs and services. For
~example, in 1974 the State of Missouri implemented a new Interim
Investment Plan designed to provide concentrated doses of State
assistance to certain intermediate size growth centers in order to
develop their potential as regional centers of employment opportunity
and commercial services.® The thirteen target communities will benefit

7 U.S. President, 1974—(Ford), Report on National Growth, p. 34.
8 Whiting, Vaughn. A Community Development Experiment in State Government, Mis-
souri Municipal Review, v. 39, August 1974 : 18-21.
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from the gathering together of various public investment resources
in such fields as health, environment, transportation, education, and
industrial development in an experiment designed to make possible
the formulation of comprehensive solutions to community develop-
ment problems, which require coordinated planning and action from
a variety of governmental agencies that were previously approached
only on a problem-by-problem basis. :

This consciously planned location of economic growth and develop-
ment reflects a new trend in the States, toward orderly and planned
growth rather than growth for growth’s sake, particularly in the new
industrial areas in the South and West.? One observer has suggested
that the conventional wisdom that growing industrialization leads to
higher income is not necessarily true for the following reasons:!°

(1) The “announcement effect’’: early news of fast growth in an area can bring
in more population than is warranted by the degree of actudl economic growth.

(2) The capital stock problem: the capital resources of an area may not grow
nearly so fast as the number of new workers, nor so fast as the needs of the area.

(3) The effect of imbalances: a rapidly growing economy can easily outpace
the ability of the local government to provide essential services, and various
sectors of the private economy also often fail to keep pace with one another.

For these and other reasons, there is some change in the emphasis of
State industrial and economic development programs. Nevertheless,
the traditional tools are still being used, and are being adopted by
new States. For example, in 1974 the Mississippi Legislature enacted
a Manpower Development and Training Act in order to provide
vocgtional training for its citizens and to provide a pool of trained
employees for industries locating within the State. In Massachusetts,
an Industrial Development Authority was established to create more
jobs, and the Department of Commerce was authorized to establish
“mini-embassies’” in certain foreign nations. Rhode Island created a
Department of Economic Development, and Pennsylvania established

an authority to make loans to minority businesses.

RuraL DEVELOPMENT

Introduction

© Attainment of the goals of economic revitalization of rural areas
and balanced national growth continued to elude policymakers in
1974. Although no major legislation was enacted which dealt directly
with rural development, a number of related issues were focused on by
the Congress, the administration, and public and private rural leaders.
One such issue was the continued nonimplementation of the Rural
Development Act of 1972 (P.L. 92-419). Concern focused particularly
on the conflict between .the Congress and the Administration over
levels of funding and the initiative {(or lack thereof) taken by the
executive branch to breathe new life into rural communities. In addi-
tion, particular aspects of the rural economy were given attention,
such as community facility and business and industrial development,
housing, transportation, and the effect on rural areas of the energy
crisis. ' '

® States Woo Industry—But Not Blindly, Buusiness Week, No.' 2339, July 13, 1974 : 32.

1Thid : 32 D. : A
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Job and Business Development

Aside from the call to dismantle EDA and the proposed lack of
funding for the Title V commissions, the most important focus of
Congressional concern with respect to rural job creation was the
Business and Industrial (B&I) loan program, established under the
Rural Development Act and administered by the Farmers Home
Administration (FmHA) in the U.S. Department of Agriculture.

By the beginning of 1974, FmHA had received 907 B&I loan appli-
cations totaling over $500 million. For fiscal 1974, however, Congress
had only authorized $200 million in B&I loans to be made cut of the
Rural Development Insurance Fund (RDIF), in response to the ad-
ministration’s budget request. The administration, which had originally
desired to give State administrators control over B&I loan allocation,
claimed to be moving forward with caution on a program with which
it had had little administrative experience. Acting for the avowed
purpose of curbing inflation and easing the strains on the budget, the
administration impounded about 10 percent of the $200 million. Thus
by the end of 1973, only 6 loans had actually been made by the RDIF,
their value totalling only about $1.4 million. Also $1 million of the
$10 million in B&I grants appropriated in 1974 was impounded.

The Independent Bankers Association, in testimony concerning
the current viability of the loan program, stressed the need for ade-
quate funding and the negotiation of B&I loans at competitive in-
terest rates in times of general interest rate inflation which persisted
in 1974. In line with this,!* they pointed out that the purpose of putting
more capital into rural areas would be well served by strengthening cer-
tain aspects of the guarantee program in order that an active second-
ary market for the loans be created.

Most strongly emphasized by IBA, however, was the need torestruc-
ture the FmHA effort, particularly on the local level. This recominen-
dation was supported by other witnesses, who said that the FmmHA
field staff needed assistance in responding to the needs of nonfarm
people. Throughout 1974, it was noted that administrative paper-
work bottlenecks, understaffed field offices, and untrained (sometimes
apathetic) staff impeded the implementation of the B&I program.
Both potential borrowers and FmHA personnel have tended to shy
away somewhat from these programs because of the unfamiliar
difficulties they present. Debate has raged between Congress and the
administration as to whether the root of the problem lies in under-
staffed or apathetic field offices or a noncommital attitude on the
executive level which has affected the field level.

Community Facilities

The year 1974 saw a continuation of the battle between the Congress
and the administration over the Federal commitment to provide
essential community facilities to small towns and rural areas. Attention
centered on both the loan and the grant programs carried on by
FmHA, as well as EPA’s sewage treatment plant grant program.

1 U.8. Congress. Senate Committee on Agriculture and Forestry. Subcommittee on Rural
Development. Implementation of the Rural Development Act. Hearings, Part 3. 93rd Con-
gress, 2nd session. May 8 and 9, 1974. Washington, U.S. Govt. Print. Off., 1974. 389 p.
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The Community Facilities loan program is the most heavily funded

" section of the Rural Development Act. When the President’s 1974

budget proposed $100 million in 5 percent interest rate loans for water
and sewer and other facilities, Congress responded by appropriating
$520 million which included $470 mullion for water and sewer systems
and $50 million for other facilities. Of the $470 million, the Adminis-
tration impounded $47 million. For fiscal year 1975, the adminis-
tration proposed substantial increases in this program, recommending
$400 million for water and sewer loans, and $200 for other essential
facilities. After a prolonged battle involving other appropriations,
Congress appropriated $470 million for water and sewer loans, and
$200 million for other community facilities. :

- Perhaps nowhere in the implementation of the Rural Development
Act has the conflict between the administration and rural leaders in the
Congress over rural development priorities been more clearly depicted
than in-the history of the rural water and waste disposal grant program.
In fiscal 1974, the Nixon administration announced that it would not
be funding the grant program on the grounds that it was excessively
inflationary, tended to strain the budget, and that local development
was not really a valid priority for Federal resources. When Congress
appropriated $150 million, the entire amount was put into “reserve”

by OMB. For virtually all of calendar year 1973 the program was

moribund. When in January, 1974, $30 million was finally released,
the regulations published to govern the fund implementation stipu-
lated that Federal participation would be lowered from 50 to 25
percent of project cost, and limited to those projects whose approval
had been pending during 1973. After considerable protest and pres-
sure exerted by the Senate Agriculture Committee and oversight hear-
ings on the subject of implementation in May, the remaining $120
million was released in June. New regulations were issued which
reversed the lowering of Federal cost-sharing limitations, and per-
mitted new projects to be considered. ‘

The battle of full implementation of the grant program did not stop
there. When the administration proposed only $20 million for com-
munity water and sewer facilities in its budget for fiscal 1975, Con-
gress responded in the summer of 1974 with an appropriations bill
which included $345 million for water and sewer grants, incorporating
the $120 million only récently released from impoundment. One of
President Nixon’s final official acts was to veto this bill on August 8.
Finally, on December 31, a compromise was reached in .which $150
million, including the left-over $120 million, was appropriated for
fiscal 1975.12 , ’ '

In 1974, the Administration continued to impound $9 billion in EPA
sewerage treatment plant grant. funds.

. Rural :Transportatién

During 1974, the immediate crisis in' transportation of grains and
soybeans, the general decline of railroad facilities and services, and the
mobility problems . of rural people continued to cause concern among
Congressmen over the sefious.inadequacy of the existing rural trans-

1278, Congress. Senate. Committee on Agriéult'u’i:e‘ and Forestry.. Subcommittee on Rural
Development. Revised Guide to the Rural Development Act of 1972/ (Committee Print)
Washington, U.S. Govt. Print. Of., 1975. 102 p.
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portation systems. This was seen as preventing the full utilization of
agricultural resources and inhibiting rural development.’

The principal transportation issues in 1974 were (1) the potential
abandonment of thousands of miles of rural rail lines, (2) the need to
improve the rural road systems, and (3) the input of rural development
needs into the forumlation of transportation policy.!*

Earlier in the year, rural leaders in Congress had been alarmed by
the administration’s proposal to cut back highway aid for rural areas,
affecting some 300,000 miles of a 900,000 mile road system. In addi-
tion, the President proposed the abandonment of at least 78,000 miles
of railroad track, much of it in the countryside. When these members
charged that these proposals threatened the health of the nation’s
food and fiber distribution system upon which rural economies and
urban consumer and production markets depended, the administra-
tion took the position that the transportation void created by the
rail abandonment could be filled by barge and truck transport. Many
in Congress were not satisfied, on the grounds that: (1) vast rural
regions where food and fiber are produced are not serviced by naviga-
ble streams and (2) most rural roadways cannot currently endure the
weight of transport freight trucks. Indeed, it was estimated that in
1974, of the 3.17 million miles of roadway in rural areas, only about
14.2 percent was capable of bearing heavy freight loads. These leaders
pointed to the obvious overuse of this portion in the event of massive
rural rail abandonment.?

Particularly under fire was the lack of input of the Secretary of
Agriculture—charged by Title VI of the Rural Development Act with
national rural policy coordination—in the formulation of priorities
articulated in the Administration’s Unified Transportation Assistance
Act. Various rural groups called for the development of “multimodal’’
(rail, road, and water) transportation, implying balanced investment
in various systems.!®

Congress also focused on the issue of increased fuel costs and fuel
shortages on rural transportation, and the attempts made by both
the government and the private sectors to meet transportation-
related energy needs. It concluded that such shortages could result
in a major problem of rising food and fiber costs to all consumers.”

Housing in Rural America

In the 1968 Housing and Urban Development Act, the Congress
set a goal of 26 million housing units to be built or rehabilitated over
the next 10 years. Six-million of these units were to be for families
with low incomes.

13 J.8. Congress. Senate. Committee on Agriculture and Forestry. Prelude to Legislation
to Solve the Growing Crisis in Rural Transportation. (Committee Print) Washlngton, U.S.
Govt. Print. Off., 1975. 351 p.

14 7J.8. Congress. Senate. Committee on Agriculture and Forestry. Transportation in
Rural America: An Analysis of the Current Crisis in Rural Transportation; An Interim
Report. (Committee Print) Washington, U.8. Govt. Print, Off., 1974, 18 p.

16 Alesander, Bill. House Democratic Response to the President’s Message and Adminis-
trative Actions on Community Development in the Countryside. Remarks in the House.
Congressional Record (dally ed.), v. 120, February 4, 1974 : H444-448.

18 7J.8. Congress. Senate. Committee on Agriculture and Forestry. The Immovable Feast;
A Series of Papers Examining the Growing Crisis in Rural Transportation. (Committee
Print) Washington, U.S. Govt. Print. Off., 1973. Part I. 134 p.

17 U.8. Congress. Senate. Committee on Agriculture and Forestry. The Immovable Feast ;
Transportation, the Energy Crisis, and the Rising Food Prices for the Consumer. (Commit-
tee Print) Washington, U.S. Govt. Print. Off,, 1974. Part II. 40 p.
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Serious equity problems have existed among the badly housed
people of rural America. Over half the occupants of substandard
housing in 1970 had incomes of less than $3000. Although only 23
percent of rural households are headed by elderly people, these
households comprise one-third of all those in substandard housing.
Also black families account for 29 percent of all nonmetro households
in homes lacking complete plumbing but only 7 percent of all non-
metro households.

Another important problem in rural housing involves credit availa-
bility. There 1s evidence to suggest that rural homeowners are more
limited in their access to credit channels and must take home loans
on less favorable terms than their urban counterparts.!®

The general Federal response to the commitments it made has been
poor. In the period between 1968 and 1973, only 487,000 housing loans
were provided. In January, 1973, the President suspended all subsi-
dized housing programs and stopped FmHA and HUD from making
any new commitments. For fiscal 1974, although Congress appropriated
$1.1 billion for low and moderate income housing loans, $350 million
of this was held in reserve, and $400 million was earmarked for
rehabilitation rather than new construction.!?

Most of the relevant programs to aid the development of housing in
rural areas, or places of 10,000 or less are administered by FmHA. In
recent years, the Nixon Administration raised serious questions about,
their usefulness. At the beginning of 1973, the President’s budget for
fiscal 1974 stated:

No new obligations will be incurred under the low-income housing, rural rental
housing, and farm labor housing loan programs after January 8, 1973, pending
completion of a thorough evaluation of federally subsidized housing programs.
This evaluation will focus on whether the programs: (1) are the most effective
mechanisms available for providing housing assistance to low-income families;
(2) are providing excessive benefits to other than the intended beneficiaries ; (3)

represent a proper Federal role. Applications which had been certified for approval
by this date will be processed for approval and disbursement.20

The rural housing programs were resumed in July, 1973, after a
Federal court order to that effect. The Administration, however, per-
sisted in its efforts to reorient the rural housing program and clarified
its intent in the proposed budget for fiscal 1975:

This budget provides for an interim rural housing policy which moves in the
direction supported by the President’s housing study through greater emphasis on
using existing housing, rental housing, home repairs and rehabilitation, and makes
Farmers Home Administration programs more available to persons with the
greatest housing needs. This action is being taken pending completion of the HUD
experimental housing program. Guaranteed loans are to be used on an experi-
mental basis during 1974 and 1975 for a portion of both the moderate income and
rental housing program.2 '

By far the majority of loan assistance was in the form of Section 502
(of Title V of the Housing and Urban Development Act) home owner-
ship loans. Exactly 86,543 loans were provided for moderate and low
income families to purchase, construct, or enlarge family dwellings.

18 U.S. Congress. Senate. Committee on Agriculture and Forestry. Subcommittee on Rural
Development.” Rural Housing: Needs, Credit Availability, and Federal Programs. (Com-
mittee Print) Washington, U.S. Govt. Print. Off., 1975. 16 p.

13 Alexander, op. cit. .

2 1.8, Executive Office of the President. Office of Management and Budget. Appendix to
the Budget for Fiscal Year 1974. Washington, U.S. Govt. Print. Off., 1973. p. 175.

“ U.S. Executive Office of the President. Office of Management and Budget. Appendix to
the Budget for Fiscal'Year 1975. Washington, il:S. ‘Govt. Print. Of., :1974. p- 171,

o
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This amounted to only about half of the 154,775 unit which Congress
had authorized to be assisted. In dollar terms, Congressional au-
thorization under the 502 program was $1.985 billion, as contrasted
with FmHA obligations of $1.590 billion. Although the annual dollar
amount obligated under the 502 program remained roughly the same
in the period 1972-4, the 86,543 unit loan level of fiscal 1974 was
less than both the 1972 and 1973 levels by about 20 percent, un-
doubtedly reflecting cost inflation in the construction industry.

The 502 program authorizes loans both for medium and low income
families, the latter being eligible for interest credits as well. During
fiscal 1974, the main shortfall occurred in the low-income loan program.
Whereas in response to Congress’ authorization of 41,000 loans for
moderate income families FmHA actually obligated 42,000 such loans,
FmHA obligated only 44,541 low-income loans, less than one-half
of the 113,775 low-income unit rate authorized by Congress. FmHA
has used its discretionary authority to shift loan funds within the
502 program. Moreover, although Congress indicated that for fiscal
1974 almost two-thirds of the total section 502 funds should go to
interest-credit loans, only a little over one-third of the funds obligated
were so allocated.

Thus, the bulk of the unobligated $400 million for rural home-
ownership loans was originally targeted for low-income families
receiving credit subsidies. Virtually all the funds authorized for rural
rental housing under section 515 was obligated, about $173 million
(12,590 units). The farm labor housing loan and grant program of
section 514 and 516 respectively, authorized about $10 million each.
These funds were obligated in full, effecting some 1,751 dwelling units.
The housing repair loans under section 504 were substantially under-
obligated, although the annual authorization was only $10 million
(estimated to effect 5,500 units) to begin with. Of this money, only
about $4.4 million (loans to 2,185 units) was obligated.

As noted above, FmHA was required in 1974 to shift the emphasis
of its low income homeownership loan program from new construction
to existing and rehabilitated housing. This change has proved difficult
to implement. FmHA officials initially projected almost 80,000 loans
for existing or rehabilitated housing. Very few of these were actually
made. Ultimately, less than 16,000 loans were made on existing
housing, more than 80 percent short of the goal.

On the other hand, FmHA made interest credit loans on 20,000
new units and 42,000 new unit loans to moderate income families.
About three out of five moderate income loans were on newly con-
structed housing. Figures for July and August, 1974, (the beginning
of fiscal 1975) indicate a continuation of this trend.

Experts have speculated on several reasons as to why the Adminis--
tration position is meeting with so much practical difficulty. In part
it may be due to the primitive state of the rehabilitation industry in
rural areas. It is deemed more likely, however, that no substantial
surplus of suitable existing property exists. Moreover, the Adminis-
tration’s rationale that lower income families would be served at
lower cost per unit has been brought into question; the lower per-
formance ratio in number of houses served per dollar expended reflects
a higher than anticipated average cost for existing housing.

22 [].8. Congress. Senate, Committee on Agriculture and Forestry. Subcommittee on Rural
Development. Rural Housing : Needs . . «
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Progress toward the implementation of housing goals in rural areas
was evaluated in a report published in 1974 by the Senate Subcom-
mittee on Rural Development:2

1. Eliminating or narrowing the general credil deficit for rural housing

Some progress is indicated by the growth of savings and loan associations in
nonmetro areas and the reduced dependence upon individuals for mortgage
loans. But a persisting credit gap is suggested by the light participation of outside
institutions such as insurance companies and mutual savings banks in the mortgage
markets of nonmetro areas. Rural homebuyers cannot obtain as favorable
mortgage terms as metropolitan homebuyers; they are charged higher interest
rates and are required, on average, to pay off loans over a shorter period. Some
Federal agency programs have helped; others, such as FHA and the federally-
chartered FNMA, have made only minor contributions.

2. Production targets

In 1968 Congress set ten-year housing production targets of 26 million units
including 6 million for lower income families. No specific allocation was made for
rural areas. It can be reasonably inferred, however, that between one-fourth and
one-third of the subsidized units, or 1.5 to 2 million, should be provided to lower
income rural families over a ten-year period. If one assumes that Section 502's
moderate as well as low income programs meet such needs and includes the rental
units of Section 515 as well, the programs of FmHA have been running at between
one-half and two-thirds of target levels over the past five years., -

3. Needs of very low income families

Both Congress and the Administration have indicated trom time to time that
poverty-level families should receive priority in housing programs. In fact, the
interest-credit programs of the Farmers Home Administration are not deep
enough subsidies to reach many poverty-level families. As noted earlier, only 12
percent of the families obtaining interest-credit loans in fiscal 1973 had incomes
below $4,000. -

Repair loans at 1 percent under Section 504 and loans and grants for farm labor
housing are intended to serve very low income people. Neither program has
received more than nominal appropriations over the past five years. The Ad-
ministration’s proposed budget for fiscal 1975 provided no funds at all for farm
labor housing.

The 1974 Housing and Community Development Act permits rent supplements
to be paid in behalt of low income families in rural rental housing. To fill a signifi-
cant part of the housing needs of elderly and other eligible renter families in rural
areas it would be necessary not-only to provide rent supplement money but to
enlarge substantially the rural rental housing program.

As a result of the energy crisis, tight money conditions, high interest,
rates, and general inflation, unemployment in the housing construction
industry soared in 1974. Houslng starts were off 50 percent from 1973
levels and were at the lowest point in four and a half years by November.
Unemployment in the construction industry nationwide has surpassed
12 percent.

In response, President Ford released $3 billion of the $7.75 billion
appropriated by Congress to subsidize the mortgage industry. These
funds were to be used by the Government National Mortgage As-
sociation (GNMA) to buy mortgages on new homes which have been
made at below market rates.

Critics of rural housing programs charge that the program does not
go far enough to stimulate the market and that it might in fact act to
exacerbate the problem. The funds, intended to create 100,000 new
homes must be borrowed by the Treasury from the open market.
Many claim that this will draw from Saving and Loan (S8&L) deposits,
a primary source of mortgage funds. -

The Rural Housing Alliance made several suggestions for alterna-
tives to the mortgage assistance plan. These included ‘the adoption of

= Ibid.
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a credit allocation approach, a reduction of FmHA’s loan rate to 8Y
percent, and increases in FmHA’s staff by 20 percent in order to
process loan applications more efficiently. These proposals were ac-
companied by calls for Congress to devise legislation to stimulate
savings in S&Ls by, among other things, authorizing tax exclusion of
the first $1,000 of interest earned on accounts in financial institutions
specializing in home loans.*

Energy Problems and Rural Development

As the energy crisis developed during the Winter and Spring of
1974, rural leaders in Congress become increasingly concerned with
the current and potential affects of energy shortages on rural areas.

Specifically, their concern was twofold: (1) how would an immediate
energy crunch effect the quality of life of farm and nonfarm families
and communities in rural areas, and (2) how would a protracted
energy shortage impact upon the attainment of such policy goals as
rural revitalization and balanced national growth.

With respect to the long-term question, experts asserted that
continuing energy scarcities definitely would require a reassessment
of development strategies on the part of policy makers. One major
report concluded that national efforts to solve the energy crisis could
provide the nation with the opportunities to further rural development
and balanced growth through environmentally sound exploitation of
fossil fuel deposits in rural areas, particularly in Appalachia and the
Rocky Mountain States. The report suggested that an intergovern-
mental approach to formulating energy and development policies
should be taken, making the maximum use of the Regional Commis-
sions and substate multicounty planning districts. While the report
predicts that rural development goals could seriously be undermined
by a policy of increased energy efficiency through the encouragement
of high density living and concentration of economic activity, it asserts
that a rural development policy based on energy development could
lead to the expansion and diversification of the rural economic base.”

Also addressed was the short-run problem of how economic activity
in rural areas would be affected by an immediate energy shortage.
Many rural leaders forecast undue hardship on rural people, for
several reasons.

Shortages of gasoline would result in more than proportional hard-
ship on rural people dependent on automobile transportation, in the
face of the absence of alternative modes available in many metro-
politan areas. Given the lower density of rural areas, mcreased
transportation costs—particularly those associated with freight
trucking—can be expected to have a more severe impact on rural
businesses in general and small enterprises in particular. The heating
of rural homes usually consumes more fuel; it was speculated that a
rise in fuel cost would have a greater effect on the rural homeowner.

The options for immediate energy conservation put forward by the
Administration in late 1974 were contained in FEA’s Blueprint for
Project Independence; the Ford Foundation’s Energy Project, and a

b 241[{0111317ng Slump Will Hurt Rural Development, Area Development Interchange, Decem-
er 153, 4.

25 [J.S. Congress. Senate. Committee on Agriculture and Forestry. Subcommittee on Rural
Development. The Effects of Uncertain Energy Supplies on Rural Economic Development.
(Committee Print) Washington, U.S. Govt. Print. Off,, 1974. 136 p.
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plan by the Committee for Economic Development (CED). All three
reports stressed that a primary emphasis would have to be placed on
the curtailment of gasoline consumption in order to reduce the nation’s
dependency on imported oil. The reports pointed out that gasoline
consumption accounted for some 6.5 million of the 17 million barrels
of oil consumed daily in the United States.

The major Federal tools to be considered for conserving gasoline
included a guota on crude oil imports, gasoline rationing, and gasoline
taxation. Rural leaders noted that any one of these measures could
impose disproportionate hardships own rural areas, at least in the
absence of careful planning. : :

An import quota could result in a situation in which sparsely settled
areas would be the first to experience fuel shortages and the last to be
relieved of them. Such areas are often situated at the end of the
energy ‘‘pipeline,” where high transportation costs and relatively low
demand (high marginal costs) would tend to inhibit deliveries.

Rationing, if not carefully planned to take into account the limited
availability of alternative transportation modes, could severely impact
rural residents. Almost all rural nonfarm workers rely on automotive
transportation. Moreover, it is not uncommon for nonmetropolitan
residents to drive 35 miles to their workplaces. The difficulties of
carpooling in low density areas could make inadequate gasoline
supplies disastrous. : : g

Finally, the proposal for a gasoline surcharge seemed to receive the
least negative reaction. While the income effects could be expected to
have a disproportionate effect on rural residents, this could conceivably
lbe olff;et somewhat by a redistribution of tax receipts, based on income
evel. ‘ ' v

'

. The States and Rural Development

A recent analysis of the State role in nonmetropolitan development
identified five key arcas for State action.” The first item on the agenda
for State action is assuring coherence of State policy with regard to
rural areas: by identifying contradictions in the policies of the various
State agencies and attempting to eliminate them through a coherent
State policies plan. The second item is to develop local governmental
institutions which are capable of overcoming the problems of scale
faced by many rural local governments. One method -of doing this
is the establishment of substate planning and development, districts
which can provide. areawide planning, can hire professionals for
planning and provide circuit-riding “city managers,”” and can provide
assistance to component local governments in dealing with problems
associated with Federal and State aid programs. The remaining three
items deal with the provision of services, especially education and
health services, and with providing a system of public transportation
in rural areas which is necessary to achieve the outreach required for
successful rural and small town health and education services.

Several States did act in 1974 to provide access to better health
ser'vices in rural areas. Indiana provided loans to medical students
who will establish practices in rural areas, as did Minnesota. -Georgia

2 Energy and Economy Measures Could Burden Rural Residents Most. Area Development
Interchange, December 15, 1974, - -

7 Rainey, Kenneth D. Realism and Rurallsm ; The State Role in Nonmetropolitan Devel-
opment. State Government, v. XLVII, Autumn 1974 ; 199-203.
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has implemented a new program designed to help small rural communi-
ties attract doctors by allowing foreign medical school graduates to
practice in the State by obtaining a one-year provisional license. The
license can be renewed after one year if the doctor is delivering quality
medical service in the judgment of the State medical examining board.
The Oklahoma legislature authorized the creation of rural ambulance
service districts throughout the State.

A recent survey of State programs designed to alleviate housing
problems in rural areas found that a relatively small amount of
Tesources has been allocated to this problem.?® However, a few States
have conducted a wide variety of small-scale programs, including State
financing of public housing, State administration of Federally financed
housing, secondary mortgage financing, the provision of “seed money,”’
and the regulation of mobile home construction and mobile home
parks.

Rural communities seldom have access to the capital that is needed
to build community facilities to serve the needs of their residents. In
order to help alleviate this problem, the Indiana General Assembly
created a Rural Development Fund.?* This fund, which will be
administered by the Commissioner of Agriculture, will pay up to 40
percent of the cost of the construction of airports, tourist facilities,
streets and sidewalks, sewage facilities, and other community facilities
that will strengthen rural development efforts.

PeNDING IssuEs IN EcoNomic AND RURAL DEVELOPMENT

The Congress must continue to seek innovative legislative ways
in which to assure balanced national growth. Among other things this
will imply the full implementation of the Rural Development Act
of 1972. The problems of the small communities which this Act is
primarily intended to benefit are being exacerbated by the persistent
crises of inflation, unemployment, and potential fuel shortages. Aid
to regions and local areas in times of national austerity is quite a
different proposition than the one envisioned when this and other de-
velopment legislation was passed. During a cyclical contraction of
the economy as a whole, local or regional economic development can
not consist merely of channeling national economic growth to local
areas or regions.

Also, the Congress must consider new ideas and policies with respect
to the Economic Development Administration. In June of 1976 the
EDA authorization will expire. The Congress must reach a decision
on whether to continue the present Federally centralized planning and
development agency. In reaching such a decision, the most important
issues which emerge are (1) whether and how to continue funding
development efforts, (2) if such funding is to be continued, are States
and local areas more able now to assume more of the economic develop-
ment planning burden than they were two years ago when the EDA
extension was passed, and (3) the formulation of national economic
development priorities which are in keeping with local and regional
priorities.

2 Council of Stdte Governments. A Place to Live .. . ., pp. 31-34.

2 Indians, Public Law 78, Laws of 1974. .
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Related to the issues listed above is the fate of the Title V Regional
Action Planning Commissions as well as that of the Appa'achian
Regional Commission. In 1975, the authorization of the non-highway
programs of ARC will expire. The highway programs are authorized
to continue for only two more years. Many Appalachian leaders
claim that more time .and funds are necessary to carry out the intent
of the Act. In line with this, focus has increasingly been placed in the
Appalachian and Rocky Mountain regions as new major sources of
fossil fuel supplies. Rural leaders have argued that although the
ecology of these regions should be respected, their sound economic
development is in the interest of the nation as a whole.

Finally, the question of a national public works investment policy
remains to be addressed. Included in this is the issue of national
transportation policy, balanced both with respect to geographic serv-
ice and to the different modes to be developed. Accelerated public
works will be an issue particularly (1) in an era of widespread unem-
ployment (especially as such employment is severe in the construction
and related industries), and (2) when many local and State govern:
ments are experiencing fiscal crunches which impede their ability to
develop needed public facilities and deliver vital community services:




Cuarrer III. RENEWING OLD COMMUNITIES AND
CREATING NEW COMMUNITIES

INTRODUCTION

Congress has declared that a national urban growth policy should
foster the continued economic strength of all parts of the United
States—the central cities, the suburbs, the smaller communities,
Jocal neighborhoods, and rural areas; that it should treat compre-
hensively the problems of poverty and employment (including the
erosion of tax bases and the need for better community services and
job opportunities) which are associated with disorderly urbanization
and rural decline; and that it should refine the role of the Federal
Government in revitalizing existing communities and encouraging
planned, large-scale urban and new community development.'

This chapter describes Federal, State, local and court actions in 1974
related to the physical, economic, and social development and renewal
of our country’s communities, particularly with regard to the revitali-
zation of older communities and the development of new communities.

The major Federal action with regard to older communities during
1974 was the establishment of a program of community development
block grants under the provisions of Title I of the Housing and Com-
munity Development Act of 1974. Major actions related to the de-
velopment of new communities were oriented toward evaluation of the
Federal new communities program, a program beset by management
problems and by financial strains brought on by the continuing
inflation and the economic uncertainties of the mid seventies.

CoMmMUxITY DEVELOPMENT LEGISLATION

The single most important action on community development
during recent years was the passage of the Housing and Community
Development Act of 1974 (P.L. 93-383). Title I of the Act, which
established a community development block grant program, capped
an effort that had begun late in the second session of the 91st Congress
to rationalize the fragmented structure of Federal community de-
velopment assistance. In mid-October of 1970 the House Subcom-
mittee on Housing established three study panels addressed to various
aspects of housing and urban development. Panel III was charged
with the study of urban development problems generally, and upon
completion of its work in June 1971 it recommended the ‘‘consolida-
tion of all major HUD physical development programs into a single
community development block grant.” 2 The same year the President
proposed a program of urban community development special revenue
sharing.?

1P.1. 91-609 ; 84 Stat. 1761.

2 U.S. Congress. House. Committee on Banking and Currency. Housing and the Urban
Environment. Report and Recommendations of Three Study Panels of the Subcommittee on

Housing. (Committee Print) Washington, D.C., U.8. Govt. Print. Off,, June 1971. p. 41.
3 H.R. 8853. 92d Congress,

(68)
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The three years since those recommendations were made were
consumed by repeated efforts to pass omnibus housing and urban
development legislation that would provide some form of community
development block grants. An acceptable compromise among  the
House of Representatives, the Senate, and the Administration was
finally achieved during the summer of 1974.4 :
 Title I of the Act sets forth national purposes for community
development; it establishes a commiunity development block grant
program that gives a greater degree of discretion and responsibility
to elected local officials in the allocation of Federal assistancc funds
according to local priorities; it specifies simplified planning, applica-
tion and rcview requirements; it specifies a formula approach for
allocating funds to principal recipients on the basis of relative need,
subject to declining hold-harmless constraints; it provides for a dis-
cretionary fund to assist certain special community  development
activities, for full faith and credit loan guarantees for acquisition' of
property, for non-discrimination on the basis of race, color, national
origin, or sex, and for compliance with the Davis-Bacon Act; it sets
forth remedies for noncompliance -by "block grant recipients; it
authorizes use of Title I funds to settle outstanding urban renewal
loans; it terminates: several categorical community development
programs; it provides' for transition from the categorical grant pro-
grams to the block grant program; and it requires the HUD Secretary
to réport annually on the implementation of the Title.: The major

-provisions of Title 1 are discussed below.
- Nagional Community Development Purposes

 In the statement of"ﬁ'ndings and -puipose at tlie ‘outset of. Title.I
of the Housing and Community Development Act of 1974, the pri-
mary objectives of the title are set forth: g

- 'The primary objective of this title is the development of viable urban commu-
nities, by providing decent housing and a suitable living environment-and expanding
economic opportunities, principally for persons of low and moderate . income. Con-
sistent’ with this primary objective, the Federal-assistance provided. by this title
is for the support of community development activities which are directed toward
specific objectives— . . . N e

(1) the elimination of slums and blight and.the prevention of blighting influences
and the deterioration of property and neighborhood. and community facilities of
importance to the welfare of the community, principally persons of low and moderate
meome; .

(2) the elimination of conditions which are detrimental-to health, safety, and
public welfare, through code enforcement, demolition, interim rehabilitation
assistance, and related activities. C

(3) the conservation and expansion of the Nation’s housing stock in order to
provide a decent home and suitable living environment for .all persons, but
principally those of low and moderate income; i . .

(4) the expansion and improvement of the quantity and quality of community
services, principally for persons of low and moderate income; which are essential
for sound community development and for the development of viable urban
communities; .

(5) a more rational utilization of land and other natural resources and the better
-arrangement of residential, commercial, industrial, recreational, and other needed
activity centers; ) - .

(6) the reduction of the isolation of income groups within communities and
geographic areas and the promotion of an increase in the diversity and vitality of
neighborhoods through the spatial deconcentration of housing oppertunities for

+ The Housing and Community Development Act of 1974 was signed.by tﬁe 'Px'esident on
August 22, 1974, (P.L. 93-383). :
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persons of lower income and the revitalization of deteriorating or deteriorated
neighborhoods to attract persons of higher income; and

(7) the restoration and preservation of properties of special value for historic,
architectural, or esthetic reasons.?

To reemphasize the thrust of this statement of purpose, the Act
requires that applicants for Title I community development block
grants certify that their community development program ‘‘has been
developed so as to give maximum feasible priority to activities which
will benefit low- or moderate-income families or aid in the prevention
or elimination of slums or blight.”” ¢

Eligible Recipients

. States, cities, urban counties, other counties, and other units of
general local government, including designated public agencies, are
eligible for community development assistance under Title I. Certain
private developers of new communities and new community citizens
associations are also eligible to receive assistance funds.

Eligible Activities

~ Activities éligible for assistance under the provisions of the Title I
block grant program are limited to the following:

(1) the acquisition of real property (including air rights, water rights, and other
interests therein) which is (A) blighted, deteriorated, deteriorating, undeveloped,
or inappropriately developed from the standpoint of sound community develop-
ment and growth; (B) appropriate for rehabilitation or conservation activities;
(C) appropriate for the presérvation or restoration of historic sites, the beautifica-
tion of urban land, the conservation of open spaces, natural resources, and scenic
areas, the provision of recreational opportunities, or the guidance of urban devel-
opment; (D) to be used for the provision of public works, facilities, and improve-
ments eligible for assistance under this title; or. (E) to be used for other public
purposes; ° ' .

(2) the acquisition, construction, reconstruction, or installation of public works,
facilities, and site or other improvements—including neighborhood facilities, senior
centers, historic properties, utilities, streets, street lights, water and sewer facilities,
foundations and platforms for air rights sites, pedestrian malls and walkways,
and parks, playgrounds, and recreation facilities, flood and drainage facilities in
cases where assistance for such facilities under other Federal laws or programs is
determined to be unavailable, and parking facilities, solid waste disposal facilities,
and fire protection services and facilities which are located in or which serve
designated community development areas;

(3) code enforcement in deteriorated or deteriorating areas in which such
enforcement, together with public improvements and services to be provided,
may be expected to arrest the decline of the area; ’

{4) clearance, demolition, removal, and rehabilitation of buildings and improve-
ments (including interim assistance and financin rehabilitation of privately
owned properties when incidental to other activities%;

(5) special projects directed to the removal of material and architectural barriers
which restrict the mobility and accessibility of elderly and handicapped persons;

(6) payments to housing owners for losses of rental income incurred in holding
for temporary periods housing units to be utilized for the relocation of individuals
and families displaced by program activities under this title;

(7) disposition (through sale, lease, donation, or otherwise) of any real property
acquired pursuant to this title or its retention for public purposes; N

(8) provision of public services not otherwise available in areas where other
activities assisted under this title are being carried out in a concentrated manner,
if such services are determined to be necessary or appropriate to support such
other activities and if assistance in providing or securing such services under other

5 P.L. 93-383. Sec. 101(c). Itallc added.
¢ >.L. 93-383. Sec. 104 (b)2.
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applicable Federal laws or programs has been applied for and denied or not made
available within a reasonable period of time, and if such services are directed -
toward (A) improving the. community’s public services and facilities, including
those concerned with the employment, economic development, crime prevention,
child care, health, drug abuse, education, welfare, or recreation needs of persons
residing in such areas, and (B) coordinating public and private development
programs;

()} payment of the non -Federal. share required in connectlon with a Federal
grant-in-aid program undertaken as part of the Community Development
Program;

(10) payments of the cost of completing a prOJect funded under Title I of the
Housing Act of 1949;

(11) relocation payments and assistance for lndlx’lduals, famlhes, bu51ne<ses,
organizations, and farm operatlons dlsplaced by actwltles assisted under this
title;

(12) activities necessary (A) to develop a comprehenswe community develop-
ment plan, and (B) to develop a policy-planning-management capacity so that
the recipient of assistance under this title may more rationally and effectively
(i) determine its needs, (ii) set long-term goals and short-term objectives, (iii)

devise programs and activities to meet these goals and objectives, (iv) evaluate
the progress of such programs in accomplishing these goals and objectives, and
(V) carry out management, coordination, and momtormg of activities necessary
for effective planning implementation; and

© (13) payment of reasonable administrative costs and carrying charges related
to the planning and execution of community development and housing activities,
including the provision of information and resources to residents of areas.in which
community development and housing activities- are to be concentrated w1th
respect to the planning and execution of such activities.?

In. contrast to the .categorical programs that Title I supercedes
local recipients are given wide discretion-in allocating assistance funds
among these various eligible activities according to-locally determined
pnorltles This discretion is not- entirely without. conditions, however.
Community development. activities assisted under- the provisions, of
Title I must be linked to the recipient’s housing needs by wayof inter-
related community development and-housing assistance plans. These
plannlng requlrements are discussed-in thé following section.

Planmng, Applzcatzon, and Remew Procedures

Under Title I, block .grants do not go- uutomatlcally to ehglble
recipients. fxpphcatlons must be made for assistance on ani annual basis.
The application must contain a three-year community development
plan summary, an annual community development program, a.hous-
ing assistance plan, certifications of compliance with various provisions
of Title I'and with other laws, and—except for the first program year—-
an annual performance report The planning and programmiing ele-
ments underlying the -applications, together. with the provisions of
Title I1,"which provides a mechanism Tor implementing the housing
assistance plan, provides an opportunity to local governments to
link community development and hous,mor act1v1t1es m a mutually
supportive way. :

"The application must contédin a summary of & thr ee-year communltv
development plan (1) identifying community development needs. and
objectives that are in_accordance with areawide development plan-
ning and-with national urban growth policies, and (2) demonstrating
‘a"‘comprehensivé strategy for meeting those needs. The application
must also contain the-formulation of. a community development

7P.L. 93-383. Sec. 105(a). o, o
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program that (1) includes activities to meet community development
needs and objectives, (2) indicates resources other than Title I
assistance expected to be available for meeting such needs and objec-
tives, and (3) takes appropriate environmental factors into account.
The application must offer a description of a program to eliminate or
prevent slums, blight, and deterioration where such conditions or
needs exist, and a program to provide improved community facilities
and pubhc improvements, including supporting health, and social
services where necessary and appropriate. Under some c1rcum<tances
requirements for the community development plan and the community
development program may be waived for some smaller communities,

The applicant must also prepare a housing assistance plan that (1)
accurately surveys the condition of the applicant’s housing stock and
assesses the needs for housing assmtanee on the part of lower income
persons residing or expected to reside in the community, (2) specifies
a realistic annual goal for the number of units or persons to be-assisted
and for the mix of housing within the jurisdiction in terms of new,
existing and rehabilitated units and in terms of the size and tvpes of
projects and assistance best suited to the needs of the area’s lower-
mmcome: persons, and (3) indicates the general locations of proposed
lower-income housing with a view to furthering revitalization, the
promotion of greater housing choice and the avoidance of undue con-
centration of low-income persons. The housing assistance plan must
assure availability of adequate pubhc facilities and services for such
housing.

Applicants must certify that they have complied with civil rights
Jlaws, OMB Circular A-95, and provxded for adéquate citizen partic-
lpatlon In &ll but the first yvear’s application, an annual performance
report must be submitted as well. The report must include an assess-
ment of past activities’ relationship to the objectives of Tltle I and to
the stated objectives of the recipient.:

Allocation of Funds

" Of the total appropriation for a given fiscal year, 80 percent of the
amount remaining after discretionary funds are set aside is to be
allocated to recipients in metropolitan areas (SMSA’s). In principle,
each metropolitan city and urban country is eligible for an annual
grant from an individual SMSA’s allocation. The SMSA allocation is
equal to its “hold-harmless”” amount or to'an amount calculated using
a formula based on population, housing overcrowding, and the extent
of poverty (counted twice). The basic grant amount to the individual
metropolitan city or urban county is a share of the SMSA allocation,
calculated using an analogous formula.

After formula allocations are made, any remaining SMSA funds are
to be allocated first to meet hold-harmless provisions within the SMSA,
second for grants to States and local governments other than urban
counties and metropolitan cities. Any additiondl remainders may be
reallocated for use by States, metrepolitan cities, urban counties, or
other general local Governments first in any SMSA in the same State
and, second, in any “other SMSA.

The 20 percent non-metropolitan fund is to bhe allocated first to
meet hold-harmless requirements of non-metropolitan recipients, and,
second, to States for use in non-metropolitan areas, with a State’s al.
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location being calculated using the same. basic formuls that includes
population, housing overcrowding, and the extent of poverty (counted
twice). Remainders are to be reallocated in a way analogous to that
for metropolitan remainders. ,

An eligible recipient’s hold-harmless amount is based on the amount
of assistance the recipient was getting through categorical community
development programs. During. the first three years of the Title T
prograimn, the hold-harmless amount remains stable. Durmg the second
three -years, however, it is to be phased down by thirds until it dis-
appears in fiscal year 1980. ‘

Title I also establishes a dlecretlonm y fund—a 2 percent sot-aside
from the total appropriation-—to be used in grants to Federally-
assisted new communities, to State- and local governments that join

together-in carrying out areawide housxng and community develop-
ment programs, to certain U.S; territories, to State and local govern-
ments to demonstrate-innovative commumty development' projects,
to meet emergency -community development needs caused by Fed-
erally-recognized disasters, or to correct 1neq1ut1es resultlng from the
formula and hold harmless allocatlon prowslons : :

Peport to Oongress

Title T of the 1974 Act requires the Secretnrv of Housing and
Urban Development to report annually to.the Concrrese indicating
progress being- made in accomplishing the objectives of 'the title and
summarizing the use of Title I funds during the preceding fiscal year.
The Secretary-is authorized to require block grantrecipients to: submit
reports and information the Secretary may requxre in.order make the
annual report to Congre& R P S

State Oommumty Development Actwmcs

beveral States acted in 1974 to encourage the redevelopment and
rehabilitation of obsolete industrial and residential properties in urban
areas and communities. The Michigan Legislature enacted the Plant
Rehabilitation’ Act S and the Economic Development Corporations
Act ® in, order to prov1de methods by which municipalities can en-
courage’ industrial and commercial development or redevelopment.
The Plant -Rehabilitation Act authorizes .cities, villages, and town-
ships to establish plant rehabilitation or industrial development dis-
tricts and to. provide property tax exemptions to encourage the im-
provement and renovation of obsolete industrial plants.. The Economic
Development Corporations Act authorizes thrée or more persons to
petition a municipality to form a nonprofit eéconomic development
corporation to plan, finance and implement projects involving land or
improvements suitable for industrial or commercial entelpuse% or
replacement housing projects incidental to -such projects. The Eco-
nomic Development Corporation must designate specific project
boundaries, prov1de a detailed plan for the prO]ect aiid must consult
with & citizens’ council created to monitor the project. The municipal
governing body must approve the project-plan before the .corporation
can acquire property. The municipality, but not the corporation, may

& Michigan, Act 198, Laws of 1974.
9 Michigan, Act 338, Laws of 1974.
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take property by condemnation. The Minnesota Legislature authorized
municipalities to create development districts and to establish de-
velopment programs to be carried out in the districts.’® Within these
districts, the municipality may adopt a development program to
acquire, construct, reconstruct, improve, alter, extend, operate,
maintain, or promote developments aimed at improving the physical
facilities, quality of life, and quality of transportation in the district.
The municipality may acquire land or easements through negotia-
tion or through powers of eminent domain. The Act makes provisions
for the relocation of all persons who would be displaced by a proposed
development district, for the. establishment of an advisory board to
monitor development projects, and for the financing of development
projects through general obligation bonds. Minnesota also authorized
municipal housing and redevelopment authorities to acquire real
property which contains buildings and improvements which are vacant
and substandard.! The legislation provides for the maintenance of a
current inventory of such property, and establishes procedures for
making vacant residential structures available to low or moderate
income persons or families which have the financial ability and/or
building skills to repair, improve, or rehabilitate the properties.

RELOCATION ASSISTANCE

The public purposes that are involved in community growth and
change at all levels of government often result in displacement of
individuals, families, and organizations from their places of residence
or business. Recognizing that this is often injurious to those involved,
there have been for many years programs of relocation assistance to
those displaced by such public actions. These programs were con-
solidated under the Uniform Relocation Assistance and Real Property
Acquisition Policies Act of 1970. :

One of the provisions of the 1970 Act is a requirement that Executive
agencies ‘with relocation responsibilities make an annual report on
their role in implementing the Act. On February 7, 1974, the President
transmitted to the Congress the third annual report of each executive
agency and .department on their activities during fiscal year 1973
under the Uniform Relocation Assistance and Real Property Acqui-
sition Policies Act of 1970.

According to the President’s message accompanying the reports,
response by individuals and communities affected by relocation
assistance was largely favorable. The report asserts that the down-
payment assistance provision of the Act has resulted in increased
home ownership opportunities for some displaced persons. However,
the report went on to say that the principal criticism of the relocation
assistance program was that agencies are not able to deal with the
problems of firms displaced from their places of business as well as
with problems of individuals and families displaced from their homes.
The message said that this problem was being reviewed in order to
find possible solutions.

10 Minnesota, Chapter 485, Acts of 1974.
11 Minnesota, Chapter 228, Acts of 1974,
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LanxpLorp-TExaNT RELATIONS

Rent controls were again an issue in 1974, as inflation pushed rents
steadily upward. In Maine, the Legislature enacted legislation fo
enable local governments to adopt rent control legislation 1if “‘a serious
public housing emergency exists in a municipality which would result
in a shortage of rental housing accommodations and. abnormally
high rents and will produce serious threats to the public health, safety
and general welfare of the citizens of the community unless residential
rents are regulated and controlled.” '* The legislation exempts housing
units owned and operated by governmental units or agencies. The
rent controls will be administered by a board or administrator ap-
pointed by a local mayor or city manager. Several specific factors
are to. be considered in making rent adjustment determinations:
increases.or decreases in propérty taxes and operating and mainte-
nance expenses; capital improvements made (as opposed to ordinary
maintenance and repair); increases or decreases in living space and
services; deterioration of the unit; and. failure to perform repair and
maintenance services. _ - B B

Other issues in the landlord-tenant relationship were also the subject
of State legislation in 1974. In.Virginia, for example, the General
Assembly established minimum conditions to be met by both parties
in any rental agreement.”® The Act sets a ceiling on the amount of
money that can be required as a security deposit, requires the payment
of 3 percent interest on.all security deposits held more than 13 months,
protects: against arbitrary eviction, and sets rules governing access
to dwellings. Landlord-tenant legislation was also. enacted in Alaska,
Maryland, Montana, Nebraska, Ohio, and Washington. . ° L

There is a modern trend in the courts toward recognizing an.implied
warranty on the part of the landlord that the.leased premises are
suitable for human occupancy and will be maintained in such condition
during the tenancy. In 1974 another state court recognized this war-
ranty of habitability in residential leases. The Siupreme Court of
Kansas held. that provisions of a city housing code which prescribe
minimum housing standards give rise to' an implied warranty. of
habitability in urban residential leases.™t, S

e . Ll

DisaSTER RELIEF

"The President has had statutory authority since 1950 to take certain
emergency actions and to offer’ Federal assistance after matural
disasters occur. Over the nearly two and a half decades since then, the
powers and dutiés of the President relating to natural disasters have

grown.
' Disaster Relief 4ct of 197}

On May 22, 1974, the Disaster Relief. Act of 1974 was enacted
(P.L. "93-288). The act was intended to strengthen and improve
disaster assistance available to individuals ‘and to local -and State

. 12 Maine, Chapter 244, Acts of 1974.
13 Virginia, H.B. 220, Acts of 1974, .
14 Steele V. Latimer, 214 Kan. 329, 521 P. 2d 304 (1974).
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governments. It provided grants for repair or reconstruction of recrea-
tional facilities and of private, nonprofit education, utility, emergency,
medical and custodial care facilities that are damaged or destroyed by
major disasters; 90 percent grants t6 State and local governments for
restorations of certain damaged public facilifies or construction of new
facilities; disaster preparedness planning grants to States; emergency
assistance in disaster situations that are less than major; insurance
provisions intended to protect State and local governments against
hardships resulting from future disasters; grants to States for financial
assistance to individuals-or families with serious needs created by
disasters; loans to local governments that suffer substantial revenue
losses because of major disasters and which have immediate need for
financial assistance in order to perform their governmental functions;
and a long-range economic recovery authority for major disaster areas.
The individual and family grant programs were made retroactive to
April 20, 1973; all other provisions of the Act became effective on
April 1, 1974. e
- "One of the most significant provisions of the Act related to the
options available to the President when faced with a need for providing
disaster relief: Before the passage of the 1974 Act the President had
two choices ‘when facing a request from a State governor for disaster
adsistance. ‘First, the President could declare a major disaster’'if he
found-losses to be so severe that State and local governments would
not be able to adequately respond to the problem. Such a declaration
would cause the full array of aid programs to be made available to
those in the disaster area. The second choice was not to-declare a
major disaster. This would deny all disaster relief to the victiins of the
disaster, except for aid available through individual agencies such
as the Small Business Administration and the Farmers Home
Administration. ' ,

The 1974 Act provides a third choice—one which lies between total
assistance dand no assistance. The Act allows the President to declare
an “emergency,” which would make an impacted area eligible for a
number of forms of assistance, but not the full array that would be
available under the declaration of a “major disaster.” - - '

In summary, the 1974 Act brings together in one statute the 44
separate Presidential powers and duties related to disaster relief, and
it repealed most prior disaster relief legislation. Exceptions were
provisions that authorized the Small Business Administration and
the Farmers Home Administration to make low-interest loans without
a Presidential declaration, and provisions related to disaster relief in
various statutes on housing, highways, education, and internal revenue.

The provisions of the Disaster Relief Act of 1974 were implemented
by Executive Order 11795, dated July 11, 1974. This Executive Order
delegates to the Secretary of Housing and Urban Development all of
the authority vested in the President by the 1974 Act, except authority
to declare emergencies and major disasters, to prescribe the time limits
for granting priorities for certain public facilities and public housing
assistance, to provide for the repair, reconstruction, restoration, or
replacement of Federal facilities, and to provide for-economic recovery.
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Each of these authorities are reserved to the President. Other excep-
tions.pertain to the use and availability of the Federal civil defense
communications system for the purpose of disaster warnings and the
availability and distribution of food coupons after a disaster. The
former authority is delegated to the Secxetary of Defense; the latter,
to the Secretary of Agriculture.

Under .the provisions of the Executive Order, the HUD Seer etaly
may delegate to the head of any other executive agency (subject to the
proposed delegee’s consent) any authority or function delevated to the
HUD Secretary under the Executive Order.

The order requires the HUD Secretary to prepare a plan for the
provision of legal services under provisions of the act and to submit
that plan to the President through the Director of the Ofﬁce of Manage-
ment and Budget.

Fire Prevention and OOntrol Act

One of the many problems that affect the quahty of life in urban and
other areas is the problem of fire prevention and control. In the United
States, fire kills 12,000 people each, year, injures another 300,000 and
destroys about $3 billion worth of property. The total.cost. of fire i in
the United States has been estimated.at about $11.billion per year:®

The Fire Prevention and Control Act (P.L. 93-498) was: enacted.in
order to reduce fire losses through improved prevention and control.
The Act establishes in the Commerce Department a National Fire
Prevention'and.Control Administration, the :Administrater of which
is to be appointed by the President: with Senate approval.. Among the
duties of the Administrator.is & mandate to take all steps necessary: to
educate the public and. to overcome public indifference to fire and fire
prevention. y

The Act directs the establishment by the Secretary of Commel ce of
a National Academy for Eire Prevention and Control. The purpose of
the Academy is to advance the professional development of persons
engaged in fire prevention and control activities: :

The Administrator of the N ational’ Fire Prevention and Control
Administration is directed to conduct a continuing program of develop-
ment, testing, and evaluation of equipment for use by fire, réscue and
civil defense services; for the purpose of improving such equlpmenn and
making use of latest’ technological advances in the field.

The Administrator is also directed to operate, either-directly ‘or
through contracts or grants, an integrated comprehensive ‘National
Fire Data Center that would collect analyze, publish or otherwise
disseminate information related to the preventlon occurrence, control
and results of fires. i

The Act directs the Admlmstrator to establish master plan demon-
strat.on projects at the State level, and it authorizes appropuatlons
for such grants.’

5.7, S Natlonal Commlsslon on Flre Prevention and Control. Final Report Quoted in
U.S. Congress. Senate. Committee on Commerce. Federal Fire Prevention and Control Act.
S‘)\.’iﬂhm)gto% US Govt. Prlnt Oft., 1973 (93rd Congress, 1st session. Senate. Report Vo

p. 6. . i .
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It provides for the reimbursement of fire services that have fought
fires on property under Federal ownership. Reimbursement would be
for the amount of direct expenses and direct losses incurred in the
fighting of such a fire. : :

The Act authorizes the Administrator to review, evaluate and sug-
gest improvements in State and local fire prevention codes, building
code and any relevant Federal or private codes and regulations. It
also authorizes him to encourage owners and managers of multiple
family residential, commercial, industrial, or transportation structures
to prepare Fire Safety Effectiveness Statements. :

The Act establishes a Fire Research Center in the Commerce
Department for the purpose of performing and supporting research on
all aspects of fire. The aim of the Center’s activities would be providing
scientific and technical knowledge applicable to the prevention and
control of fires. The Act sets forth areas of research to be included in
the Center’s agenda.

For the victims of fire, the Act directs the Secretary of Health,
Education and Welfare to establish an expanded program of research
on burns, burn treatment, and rehabilitation of burn victims; and it
requires the National Institutes of Health to sponsor and encourage
an expanded and improved burn treatment system across the nation.
The Act authorizes appropriations to carry out the program for
victims of fire, : : -

o SociAL SERVICES

In Title VII of the. Housing and Urban Development Act of 1970
the Congress declares that a national urban growth policy should
“treat comprehensively the problems of urban poverty .. .".” Pro-
viding assistance for social services is part of the Nation’s attack on
poverty. o S

Services Through - Community Development Block Gmnt.Progmms

Under the provisions of the Housing and Community Development

Act of 1974, provision of social services is an eligible item under Title
I community development block grants if such services are not other-
wise available in areas where other activities assisted under Title I are
being carried out in a concentrated manner. Such services must be
necessary or appropriate to support the other community development
activities. Assistance under Title I may be provided only if assistance
in providing or securing such services under other Federal programs
has been applied for and denied, or applied for but not made available
within a reasonable period of time. The services must be directed
toward improving the community’s public services and facilities,
including those concerned with the employment, economic develop-
ment, crime prevention, child care, health, drug abuse, education,
welfare, or recreational needs of those residing in community develop-
ment areas and toward coordinating public and private development
programs. o S .
" The social services language of the act is based largely upon that of
the Senate-passed S. 3066. The conference report on the bill stressed
that such services need not be available in areas of concentrated ac-
tivities so long as they principally serve residents of such areas.”® -

18 .8, Congre'ss. House. Committee on Banking and Currency. Subcommittee on Housing.
Com{)ilation of the Housing and Community Development Act of 1974. (Committee Print)
wington, U.S. Govt. Print. Off., 1974. p. 303.

Was
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. . Reviston of Social Service Regulations

Dhiring 1973 there was a major conflict between the Administration
and the Congress over proposed revisions to regulations governing
social services programs in the Department of Health, Education, and
Welfare. By the end of the year disagreements had not been resolved
and the proposed new regulations were suspended by Public Law 93—
233 until December 31, 1974, _

The disagreements were resolved by the passage of the Social Serv-
ices Amendments of 1974 (P.L.- 93-647), which was-cleared for the
President’s signature in December. The Act again postponed new
social service regulations until September 30, 1975, at which time new
Title XX, which the 1974 amendments ddd to the Social Security,
Act, becomes effective. The 1974 amendments also replace the current
provisions of Title IV-A and VI as of October 1, 1975. - . ..

The Act makes major changes in the roles of the Federal Govern-
ment and the State governments. The act gives the States primary
responsibility for the allocation of social service funds to various
categories of persons, geographic .areas, and services. The Federal
responsibilities to be carried out by the Department of Health, Educa-
tion and Welfare, are to (1) insure compliance with the law; (2) evalu-
ate the program, and (3) offer technical assistance to-States. .

The law says-that social services must be aimed at achieving the
goals of self-support, self-sufficiency, prevention or remedy of neglect,
abuse or exploitation of children and adults; preserving, rehabilitating

or reuniting families; preventing or reducing inappropriate institutional
care, and service to individuals in institutional care. Lo
8 - ) .
Requirements placed on the States by the law are described by
HEW as follows: - :- ° " . SR A T
“While in.general, thé law does not define the services to be provided .or -the
groups to be served, it does list certain servicés which are mandatory : a'State must
provide one service directed towards meeting each goal; it must provide three types
of gervices to recipients of ‘SSI; family planning services must be offered to recipi-
ents of AFDC. Also, expenditures are prohibited for capital improvements; room
. ‘and board and medical services, unless they are integral but subordinate to a social
service (room 'and board for not more. than six months); education whén.it is
generally  available without cost; services to individuals living'in institutions and
foster homes, with the exceptions of in-reach services and, in-the case of foster

homes, services for special needs of the resident.? ) S .
Among its other provisions the new law broadens ‘eligibility . for
social services. Eligibility based on broad income levels Teplaces
eligibility tied to the categorical programs of Aid to Families with
Dependent Children (AFDC) and- Supplemental Security Income
(SSI). It sets & maximum income for Federal participation;‘it allows
States the option of selecting income standards below the Federal
maximums; and to insure that some resources go to those at the.lower
income levels, it requires that 50 percent of the Federal funds be spent
on.current AFDC, SSI and medicaid recipients or persons eligible for
those programs. The law requires the State to publish ‘an annual
services plan before it can receive Title XX funds. Provisions must
.be made for public review and comment on the proposed plan.,
.. The law retains the existing $2.5 billion ceiling on Federal spénding
and the existing'method of distribution among %t’qt;es on the-basis of

127 Correspondence from the U.S. Dept. of Health, Education, angd. Welfafé, March 10,
1975 ; attachment, p. 3. . . S .
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Headstart, Economic Opportunity, and Community Partnership Act of
1974

The Headstart, Economic Opportunity, and Community Part-
nership Act of 1974 was cleared for the President’s signature in
December 1974 and was signed as P.1. 93-644 in the first days of 1975.
The Act extended programs under the Economic Opportunity Act and
authorized a program for increased State and local participation in
antipoverty efforts.

The Act creates a Community Services Administration as an inde-
pendent Executive agency to administer the Community Action Pro-
gram, which the act continues, as well as most of the programs
formerly administered by the Office of Economic Opportunity. The act
also provides a mechanism for shifting the Community Services Admin-
istration into the Department of Health; Education, and Welfare.

New CoMMUNITIES

In Title VII of the Housing and Urban Development Act of 1970
the Congress declared that “‘the national welfare requires the encour”
agement. of well planned, diversified, and economically sound new
communities, including major additions to existing communities as
one of several essential elements of a consistent national program for
bettering patterns of development and renewal.” Title VII went on to
establish a program of loan guarantees, loans, public service grants,
supplementary grants for public facilities, technical assistance and
special planning assistance to encourage the development of large-
scale new communities.

The new authority was never fully implemented. Only the loan
guarantees and supplementary grants were made; none of the loans
or other grants authorized under Title VII ever materla]wed Moreover,
the supplementary grant. program was terminated as of June 30, 1973.
By the end of 1974 there were 16 new commumty developments
approved for loan guarantees.

Allin all, 1974 was not a good year for the Federal new communities
program. The 17 new communities approved for the program were far
less than the 91st Congress had hoped for; a draft HUD evaluation
report recommended a restricted role for the Federal Government in
new community development in the future; a report by the General
Accounting Office criticized- HUD’s administration of the Federal
program; the new communities themselves were having severe diffi-
culties; and HUD was increasingly involved in Worklng out ways to
improve the short-term financial viability of Federally-assisted new
communities. The situation was such that one headline writer was to
label the program & “‘fading dream.”” '8

HUD Evaluation Report

A draft evaluation report on the new communities program, pre-
pared by HUD’s Office of Policy Development and Research and
dated October 4, 1974, examined the rationale for Federal support of

18 Lippman, Thomas W. and Willlam Richards, New Towns: the Fading Dream. A serles
of six articles. Washington Post. January 12-17, 1975.
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new commumty development, compareéd the program 's cost and
benefits, and examined the equity of the program. It addressed the
followmg issues: (1) whether and to what degree new communities
differ from other forms of urban development; (2) imperfections in
the capital market which make it difficult to obtain new community
financing; (3) whether there are major societal benefits in new com-
munities for which the developers are not rewarded; (4) the value of
new communities as laboratories for innovation; (5) the Federal
Government’s contribution to developers of new communities and the
return the Federal Government receives; (6) the costs of the Federal
‘new communities program; and (7) the dlstrlbutlon of beneﬁts and
costs.

The report concludes that the imperfection of the capital market is
a weak justification for Federal involvement; that although innova-
tions .in new communities ‘are & potential ]ustlﬁcatlon for Federal
involvement, the experlence in innovation has so far been less than
impressive;. and that, “other externalities” ' that might justify the
Federal presence do not exist. It also concludes that the revolving fund
that underlies the guarantee program is not' actuarily scund. It esti-
mates, perhaps conservatively, that Government costs would be
about $13 million. or perhaps more dependmg upon the amount,. of
loss per foreclosure. The estimate is based upon. thie assumption that,

“all new communities which are viable from a long-run perspective
will obtain the short-run financing necessary to .overcome tempor ary
cash-flow problems.”.2°

‘Generalizing from a study conducted by the Umvers1ty of N orth
Carolina, the report concludes ‘that there are few.if any benefits
created by Federally assisted new. communities that are .not. also
created by. conyentional suburban developments. Finally, from the
point of view of equity, the report asserts that becauseof the “absence
of significant costs or benefits the question of equity is moot.”

In a draft policy-option paper, also prepared by the Office of Policy
Development and. Research, and: dated October 8, 1974, HUD staff
analysts discuss six major - pohcy options for the HUD Department
}Vlﬁh regard to. the new commummes program The optlons -are - as
ollows:- : N . : :

1: Continued current’ Federal role mamtalnmg the present approach and
direction of the New Community Administration program.

2. Expanded current Federal role with-new direction through 1ncreased Federal
support for the current new communities.

3. Major alteration of Federal role to focus on expemmental or laboratorv
functions. This optlon 1mphes a reduct10n in the current rate of new commumty
commitments. :

4. Major alteratlon of Federal role to ‘one of cat&lyst for a Varlety of -new
growth forms, including new communities, PUD’s, ete. -

. 5. Major alteration of Federal role to allow the Government to become an
active partner in, or to become the devcloper of, new town construction.

6 Ma]or de- emphams of the Federal role in new town act1v1ty :

10 The draft report associates the notion of “other externalities” with such things as
achieving economically and racially balanced new communities. It asserts that the ability
of new communities to achieve such balance is unproven and that the program would ‘“have
tobe. operated at a substantially highet volume to make 'a meaningful contribution toward”
the goal of fair housing. U.S. Department of Housing and Urban :Developmént. Evaluation
Report on the New Commuuitxes Program cSecond draft Washingtou October 4, 197

p. 94, e
2 {pid., p. 95.
- 2t Thid., p. 95.

56-390—75——6
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The draft policy-option paper recommends that some combination
of options 3 and 4 be selected:

On the one hand, the evidence does not support either a “business as nsual®
stand or an enlargement of the program through the encouragement of new
commitments. Qn the other hand, the projected long-run viability of most of the
current projects does not justify a shut-down of the program.

We believe that the focus of the program should shift in the direction of a Federal
role built upon studying existing new communities and other forms of growth and
disseminating to the private sector information about the relative success of dif-
ferent growth forms under various environmental conditions. Thus, Federal activi-
ties, which now involve overseeing the development of existing new communities
and processing new applications, would emphasize research and management
studies of both Title VII new communities and other growth forms and the ac-
cumulation, organization, and transfer of information on new forms of growth col-
lected by the Federal government and other jnstitutions examining new growth
forms. o k

TUnder this new role the Federal Government would guarantee additional new
communities only where it could be clearly demonstrated that such additional new
town is nccessary as a laboratory for the testing of some new process, technique, or
plan which cannot be adequately evaluated in an existing setting. Moreover, such
an innovation would have to be of major importance to U.S. urban development
and not some innovation which may be intriguing but not relevant to land use
planning, zoning, income and racial mix, etc.?

The New Communities Administration, which manages the Federal
new communities program within HUD, disagreed with much of the
evaluation report and prepared & detailed rebuttal, dated November 5,
1974. o

‘The rebuttal, which is quite lengthy, calls the evaluation report
“unbalanced” and asserts that it was based on inadequate data and
was not sufficiently comprehensive in its approach to evaluation of the
program in terms of the full range of its statutory objectives. The re-
rebuttal criticizes thé report for reaching ‘‘a number of flat conclusions
based on heavily qualified information or inadequate analysis.” *

-GAO Report on New Communities

On November 15, 1974, the Comptroller General of the United
States released a report entitled ‘“Getting the New Communities Pro-
gram Started: Progress and Problems.” # The report found that HUD
has made some progress in implementing the new communities pro-
gram but that only certain ones of the four types of new communities
identified in the legislation underlying the program were being de-
veloped with Federal assistance. Title VII of the 1970 Housing and
Urban Development Act identifies new communities in existing metro-
politan areas, in older central cities, in smaller towns, and in rural
areas, as different types to be encouraged. However, of the 15 projects
approved for guarantee at the time of the GAO study, all but two were
oF the first type—on the outskirts of fast-growing metropolitan areas.
Oune of these two is a new town in an older central city, called a “new
town in town;” the other is in a rural area. The report asserted that
new community projects were not being undertaken.in other areas be-
cause of the high costs and risks that must be borne. S

22 J.8. Dept. of Housing and .Urban Development. New Communities Program Policy
Options Paper. Second Draft. Washington, October 8, 1974. p. 34. .
""23U.S. Department of Housing and Urban Development. New Communities Administra-
gon. Corg;m;nts %n “Tvaluation Report on the New Communities Program.” (Second Draft,

ct, 4, 1974). p. 3.

24 J.S. Comptroller General. Report to the Congress. Getting the New Communities Pro-
gram Started : Progress and Problems. B-170971. Washington, D.C., U.S. General Account-
ing Office, November 15, 1974.

.
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The GAO report criticized HUD’s conduct of market feasibility
analysis in the review of applications for Title VII assistance. It said
that in four of the projects studied by GAO, HUD had relied on market
feasibility reports provided by developers that ‘‘were in some respects
cither outdated .or lacked  the information HUD needed. to'make a
proper determination.””** GAO also said that “HUD did not adequately

evaluate market studies and other mfounatlon supplied by t,hree of
the four developers.” %

The GAO report went on to say. that 1mprovements were needed in
the way that HUD determines the financial feasibility .of new com-
munity projects. A project may be judged financially feasible if the
project-land can. be.sold at prices that will cover the developer’s
purchase and development costs and also retire Federally-guaranteed
bonds, but according to the GAO report the financial projects sub-
mitted to HUD by some developers ‘“did not show that enough
money would be generated to retire the guaranteed bonds nor did: they
contain all the -information HUD needed to determine whether the
projects were financially feasible.” ¥ The GAO report said that HUD
failed to fully evaluate the financial projections of two .of the de-
velopers, that the four projects in the GAO sample were not meeting
their forecasts of sales, revenues,:and costs,?® and that HUD was not
fully aware of ‘the financial difficulties new community ‘developers
were encountering because it did not require periodic revisions of
financial projections and because it-did not require developers to sub-
mit mformatlon with which HUD could determme thelr ﬁnancml
condition.?®

According. to. the GAO report the Federal Government may be
madequately protected from financial loss if developers default on the
Federally-guaranteed bonds because of the inadequacy of. the de-
velopers’ ‘collateral. ‘The report says that HUD accepted as -collateral
“real property that was not properly valued” and “items that Would
have little or no'value.” 3¢

Because of these ﬁndmgs GAO recommended that: t;he HUD
Secretary should accomplish .the following: . .
Evaluate ’gle current market and financial feaSIbrhty of each prOJect HUD has

A AR

ppr?I\IeJD should (1) analyze the approved .development plans in terms of
present market conditions and revise them, if -necessary, and (2) prepare. a
current financial plan to determine whether the projects appear able to
generate enough revenue to meet the anticipated costs and to retire the
federally guaranteed obligations. .
Require the New Communities Administration to perlodlcallv monitor the
financial progress of the developers and affiliated companies and reevaluate the

" market and financial feasibility of each project when actual performance is

much lower than projected.

Require the New Communities Administration to establish guidelines for evaluat-
: .ing ‘the proposed projects’ market and financial feasibility, including how in-

formation supplied by the developer should be accepted or verified .

Requlrc that developers either own or control all prOJect land before- pro;ect
agreements are signed.

Review HUD’s' current policy pertamlng to collateral so that only 1tems which
can be liquidated will be accepted as collateral for the federally guaranteed

.: obligations and review each upproved pro;ects collateral to determme its

. current valuc 3

25 Ibid., p. 11

20 Ibhid., p. ii.

«727 Ibid., p iil.
“ﬁlbld p. iii, ’ . .. ' P L

= Ibid., p. iit. GoTL T o i

30 Ibid., p. iv.

31 Ibid., pp. iv, v.
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The GAO report said that HUD generally agreed with the report’s
recommendations and that the department was either taking or plan-
ning to take actions to improve its review and monitoring procedures for
new communities assistance.

The report recommended that the Congress provide additional in-
centives to encourage the development of the types of new towns
which were not receiving Federal assistance, if these types are Con-
gressional priorities. It recommended consideration of increasing the
$50 million guarantee limit, provision of grants for local governments
for locating new community projects within central cities, and con-
sideration of provisions for additional tax incentives to the private
sector for locating new community projects in small towns and rural
areas.

State action on new communities in 1974 was highlighted by the
enactment of Tennessee’s New Community Development Act, which
includes some innovative provisions relating to the governance of new
comimunities, as well as procedures for safeguarding the integrity of
the basic plan for the new town development in relations between the
developer and governmental agencies.® The Act created a State Com-
munity Development .Board which will - establish standards and
promulgate regulations for new town developments and serve as the
review agency and final ruling authority for appeals_ to decisions made
pursuant.to the Act. The Director of the Tennessee State Planning
Office will administer the Act. New community developers must sub-
mit to the Director a general development plan dealing with land use,
economic feasibility, urban services, and resident participation. A
public hearing must be held on the plan, and if the Director then
determines that the plan satisfies the standards established by the
board, he will grant the developer a certificate which protects the new
community - from annexation or municipal incorporation except as
specified in the Act. The residents of the new community may create.a
municipality, once their number is sufficient to support a fiscally viable
governmental unit. All planning and zoning actions of the new munici-
pality must conform to the State-approved general plan. Other pro-
visions of the Act require consultation by the developer with local
governments which will be asked to provide services, establish pro-
cedures for local suggestions or plan amendments, and stipulate
arrangements so that the new town development ‘will not cause
adverse fiscal impacts on neighboring communtties. . .

- IssuEs

In reviewing developments in 1974 one becomes increasingly aware
of being in a period of significant. transition. Th's is true in many
dimensions of national life, including the renewal of old communities
and the creation of new communities. In this period of trans tion four
sets of issues can be highlighted: conserving our investment in older
communities during what may become an era of scarcity, implementa-
tion of the new program of community development block grants, re-
location assistance to firms and businesses displaced by public action,
and Federal involvement in the development of large-scale new com-
munities.

s2Ibid., p. v.
3 Tennessee, Chapter 749, Acts of 1974,
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OJcler Communities and the Problem of Scarczty

T he second annual report.on the state of the cities; published in late
1974 by the National Lzague of Cities, concluded that: ® :

The urban crisis has been obscured by the urban policy crisis. While the problems
that provoked the flurry of social programs in the sixties persist into the seventies,
the confidence that .launched these programs does not. The most serious urban
problems have not been solved. And they have not bzen solved in a way that sug-
gests that they’ have-not been understood. Farthermore, it is certain that some of
the solutions have worsened the situation. Finally, and most importantly, the same
“old”’ problems are being carried into a nsw era. Taey must be seen in thls new
setting in order to avoid mmhmv policy for the past.

The report characterizes the new setting:for cities as one’in ‘which the
world'is passing out of an era of abundance into one of scarcity.-In this
- new setting, the United States can no longer afford an urban policy
which support> the abandonment of older cities and the growth of
sprawling new urban areas, since the costs connected with this type of
growth will no longer be supportable. The costs are of three kinds:
the resources consumed: by expansion and addition—land, ~materials,
energy and water; the loss of already developed resources in sreas of
decay and deteriot ation; the high cost of maintaining and operating
the foml of developmvnt which has come to dominate urban areas—
costs in énergy, capital transportation, and pollution, to'name but a
few. The report dargues that the emstmg, implicit urban policy of the
United States encourages decay and pollution’ and discourages re-
habilitation and re-use; it encourages sprawl and outward dispersion of
public and private 1nvestment it encourages the over-use and waste of
-natural resources; it encour&ges the pelmanent dependence and unpro-
ductiveness of a large segment of the population; and it encourages
ever-greater regulation of the lives of Americans in order to solve the
very problems it has created. The report, récomimends the adoption of
an explicit national urban policy directed toward conservation’ of
urban resources, and mdudmcr the followmg elements: ¥ ° -

F edlcral pohcy must rey erse the mcentn es that encourages city decay and urban
SPraw.

chderal policy ‘must redesign the taxation and subsidy svstems to encourdge
urban conservation and mty rccyclmg, rather than abandénment and increased
consumption. . .

Federal policy: must support transportation systems which remforce sound urban
development.

Federal policy must tie its procurement e\pendltures and ])I‘O"’l“lmS of pubhc
works to sensible urban growth goals.

Federal policy must, bnhnce ~the demands for productxon and probpenty and Lhe
l’l(z‘GeSblf;]bS of. urban cnwronmentul quality, . o

' Implementation of Community Development Block Gmﬁis :

"There are several important issues regarding the 1mplementat10n of
Title I community development block grants. Of major importance is
the way the primary objectives of the Title are being met. It can be
argued that the implementation mechanism as spemﬁed in the legisla-
tion itself allows HUD to play a relatively passive role in insuring
that recipients address themselves to the Act’s primary objectives. A

s National League of Cxtioq State of the Cities, 1974 ; A Changing World of Problems for
Urban Policy. Washington, 1975, p. 1.

35 Pritchard, Allen E. Second Anmml State of the Cities Message. Washington, National
League of Cities, 1974, p. 12.
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number of questions can be raised: Are grant recipients allocating an
appropriate portion of their grants to the benefit of low- and moderate-
income persons and toward the prevention of slums and blight? Are
housing and community development activities being effectively
linked in a coordinated approach to local needs?

Other issues include whether Title I funds are being used on
“community development activities that are consistent with compre-
hensive local and areawide development planning,” and whether
assurances regarding citizen participation, equal opportunity and
civil rights considerations are being fulfilled. :

Finally, there are major questions regarding the adequacy of
funding of the Title I program and the suitability of the allocation
formula as specified in the legislation. There may emerge evidence to
support alterations in the formula language.

Relocation Assistance

The problems associated with the provision of relocation assistance
to displaced firms and businesses may be worthy of additional congres-
sional attention. Of interest will be the degree to which the Executive
Branch responds to the problem it identified in its 1974 report.

Also at issue is whether the implementation report requirement
should be extended after it expires. The report covering 1974 imple-
mentation activities is the final report required under the Act.

New Communities

Considering most of the signs observed during the year 1974, one
could indeed agrue that in the short-term at least, the dream for the
development of large-scale new communities as a major tool for
shaping urban growth was indeed fading. However, there remain a
number of issues to be faced if a Federal policy decision on this matter
is to be made. First, are the problems facing new community developers
predominantly the result of national economic conditions, their own
madequate management of new community development under-
takings, or. maladministration by the Department of Housing and
Urban Development? As in most complex systems, there is probably
not a single resolution to this issue, and the Congress might wish to
consider action addressed to the full range of likely cause of the
development problems facing new communities.

Second, the Congress may wish to reexamine the role of new com-
munity development as a tool for shaping national urban growth,
considering the place of new communities m. the long-term trends of
change in the pattern and structure of American urbanization. Such a
reexamination may reinforce the original commitment of the Congress
to new community development purposes as identified in Title VII of
the Housing and Urban Development Act of 1970. On the other hand,
it may give rise to a revised policy regarding the Federal interest in
new communities. In any event, such a reexamination could be made
against a background of increased experience with new town develop-
ment—experience that could potentially provide the Congress with
more facts and data than were available when Title VII was first
conceived. :

[




CHAPTER IV.—TOWARD A DECENT HOME

I\ITRODUCTIO\I

The Congressional g o'oal stated in 1949 and reaffirmed in 1968, of a
decent home and a suitable living environment for every American
family seemed far from attainment in 1974 as the housing industry
faced its- worst crisis. in years:-A year-end report on housing in Cali-
fornia: summarized the housing ‘“‘depression’ in that State and the
factors, including growth-related factors, which .combined to create
the ‘“‘depression’’:!

The housing industry has suffered more than any other sector of our economy
from the effects of inflation, tight money, and consumer confidence (now at an
all time low).

The ‘building industry has become highly mefﬁcnent because of the violent
fluctuations in production caused by the availability of credit. The average
home owner simiply cannot compete w1th the government and major corporations
for funds.

The niiddle class is being priced out of the housing market; houmnv low and
moderate income families verges on impossibility.

The energy crisis is forcing us-to rethink the way housing is to be provided for
our people. Urban sprawl means extensive energy consumption,

For the last fifty years, the suburbs have been the relief valve for people fleeing
the problems of our cities. Today they are fighting growth.

Restrictions, uncertainties, and endless delays 1mposed on the dev eloper have
frustrated all and bankrupted many. EE

‘On the national level, 1974 was one of the most-dismal years for:
housing in'recent decades. The 1,350,000 housing units star ‘ted were
34 percent fewer than the number started in 1973 (2,057,500) .2 -

This represented the steepest annual percentage decrease since
1943, when starts fell 39 percent from 1942. The number of housing
permlts issued fell even more dramatically—the 1,079,690 permlts
issued in 1974 were a full 41 percent fewer than the 1973 totalk (1,830,~
200).® In addition, unemployment in the construction industry, which
is strongly dependent on housing, soared to 15.0 percent at “the end
of the year. As bleak as these statistics were, the outlook for the
beginning of 1975 was even bleaker.

It was.against this background -that the Federal Government
enacted several important- housing laws, including the Housing and
Community Development Act of 1974, the Veterans Housing Act of
1974, the Emergency Home Purchase Assistance Act of 19 74, and the
Real Estate Settlement Procediures Act of 1974. The Federal Home
Loan Bank Board créated an” Urban Reinvestment Task Force to
stimulate neighborhood preservation. The General Accounting Office
and several other agencies issued 1eports on vanous aﬂpects of b edel al
housmg policies’ and plograms SERT

17The San . Franclsco Development Fund. A Callfornia Housing Pro"ram 1975. San
Francisco. December 1974. p. 18.

-2 0.8. Department of Commerce. Social -and Economic Statistics Administration. Burean
of the Census. Construction Reports: Housmg Starts. Washington U.8. Gov't. Print,
Off.. 1974, (Its Report M.C. 20-74-12)'p

3.8, Department of Commerce. Social and Economic Statistlcs Administration. Bureau

of the Census. Construction Reports: Housing Authorized by Building Permits and
Pusbhc Contracts. Washington, U.8. Govt. Print. Off.,, 1974. (Its Report No. C40-74-12).
p. 5.
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CoxcrEssioNaL Action oN Housineg
The Housing and Community Development Act of 1974

The omnibus Housing and Community Development Act of 1974
(P.L. 93-383), enacted on October 18, was the first major housing
law in six years. The Act provides for a broad range of new and
modified Federal housing programs. (The commumty development
provisions of the Act are described in detail in Chapter II1.)

The new Lower-Income Housing Assistance Program (‘‘Section 8”)
created by the Act could have pronounced effects on a national
urban growth policy. The legislative objective of this program,
which 1ephces the Section 23 Leased Housing Program, 15 to aid
lower-income families in obtaining.a decent p]a'ce to live and to
promote economically mixed housing.

Under this program, housing assistance payments are made with
respect to existing, newly constructed and substantially rehabilitated
housing on behalf of eligible families. Assistance payment contracts
are made with owners (Who may be puvate owners, cooperatives, or
certain public housing agencies).

Administration and management of the program is to be carried out
by the Department of Housing and Urban Development and local
public housing agencies. With regard to ezisting housing, the HUD
Secretary is authorized to enter into annual contributions contracts
with pubhc housing agencies which, in turn, may enter into contracts
for assistance pavmﬂnts to owners. Umnider certain circumstances the
HUD Secretary is authorized to enter into contracts and perform
other functions assigned to public housing agencies.-With regard to
new or substantially rehabilitated housing, the HUD Secretary can
contract directly with owners or prospective owners (which may be
public housing agencies) who agree to build or rehabilitate.

Contracts to make assistance payments entered into by a public
housing agency with an owner of existing housing units provide that
the selection ol tenants is the function of the owner; the agency has the
sole right to give notice to vacate, with the owner havmg the right to

make representation to the agency for termination of tenancy;
maintenance and replacement (mcludmg redecoratlon) isin accord&nce
with the standard practice for the building concerned; and the agency
and owner carry out other terms and conditions as may be mutually
agreed to by them.

“Each contract for an existing structure entered into is for a term
of up to 180 months. The HUD Secretary may contract to make
assistance payments for a new or rehabilitated dwelling unit for up to
240 months.

The contract between HUD and the owner of new or rehabilitated
units provides that all ownership, management, and maintenance
responsibilities, including tenant selection and termination of tenancy,
are assumed by the owner.

Rental units eligible for assistance under the program may be new,
existing or aubstantlally rehabilitated. New or rehabilitated units are
ehglble for mortgage insurance under FHA .programs; and assistance
with respect to such units may not be withheld or. made subject to
preferences because of the availability for such units of mortgage
msurance on a co-insurance basis or by reason of the tax exempt status
of the bonds or other obligations used to finance construction or
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rehabilitation. Assistance is available with respect to (1) units in
cooperatives (occupancy charges are deemed to be rent for purposes of
making assistance payments) and (2) in accordance with regulations
of the Secretary, some or all of the units in a section 202 project for
the elderly or handicapped.

Assistance contracts establish maximum monthly rent (mcludmo
utilities, maintenance and management charges) to be paid to elwlblc
owners. Monthly rent generally cannot exceed by more than 10 percent
the fair market rental established by the HUD Secretary periodically
for existing or new units in' market areas. Assistince ‘contracts -are
adjusted annually or more frequently in the maximum monthly rents
for units to reflect changes in fair market rentals. :

Assistance payments; generally, amount to the d1ﬂ’elcn(,e betieen
15 and 25 percent of family income and the maximum rent, taking
into consideration the income of the family, the number of minor
children and the extent of unusual family expenses. In the case of a
large very low-income family, a very large lower income family, or a
family with exceptional medical or other expenses, -the monthly pay-
ment is the difference between 15 percent of income and maximum
monthly rent. Assistance coritracts provide that assistance payments
are made only for leased units for lower income familics. However,
payments may be made-for unoccupied units for iup to 60- days '(1)
if a family vacdtes a dwelling unit before the expiration date of the
lease for* occupancy or (2) where a good faith effort is being made to
fill" an unoccupied -unit. Assistance payments may be made with
respect to up to 100 percent of the units in any structme upon the
application of the owner. The HUD Secretary may give preference to
apphcatlons for assistancé an ol\'mg not more than 20 percent of the
umts in certain pro;ecta .

Eligible families are those iho, at the mme of initial rentmg of
units, have total annual family incomes not in excess of 80 percent of
area median income, with adjustments for smaller and larger families,
but the HUD Secretary may establish highér or lower ificome ceilings
if he finds such variations necessary because of prevailing levels of
construction costs, ufiusually high or low family 'income, or other
factors. At least 30 percent of the families assisted with annual con-
tract authority allocations must be families with gross incomes not
in excess of 50 percent of area median income, subject to ad]ustment
by the HUD Secretary.

The Act also extends HUD’s Section 235 homeownership program’s
statutory authority to June 30, 1976, but with no additional contract
authority; extends the statutory authority of thé Section 236 rental
program.to June 30, 1976, and adds $75 million in contract authority;
raises savings and Joan smgle family mortgage ceilings from $45,000
to $55,000 (higher still in Alaska, Hawaii, and Guam); expands the
’secondary mortgageé activity limits on the Federal Home Loan Moit-
gage Corporation and on the Federal National Mortgage Association;
extends the Federal Housing Administration’s mortgage insurance
and rate setting authorities to June 30, 1977 (except for the 235 and
236 programs noted above); increases FHA’s mortgage ceilings for
most programs; reactivates HUD’S Section 202 elderly housing pro-
gram; expands. the definition of. “rural area” in which the Farmers
Home Administration may operate; requires HUD to establish
national mobile home construction and safety standards; and contains
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a variety of miscellancous authorities (e.g., the creation of a National
Institute of Building Sciences, and authorization for the Secretary of
HUD to undertake a demonstration program to determine the feasi-
bility of utilizing solar energy for heating or cooling residential
housing).

1he Emergency Home Purchase Assistance Act of 1974

In late 1974 the Congress, recognizing the increasingly prohibitive
price of. and unavailability of mortgage credit, passed the Emergency
Home Purchase Assistance Act of 1974 (P.1.. 93—449) in order to pro-
vide an alternate source of residential mortgage credit through ex-
tension of the “Tandem Plan.” Under the conventional Tandem
Plan the Government National Mortgage Association (GNMA)
¢ . . makes a commitment to a lender to buy a mortgage at a future
date following which GNMA will then resell at the best price obtain-
able, absorbing the difference between the purchase and selling
price.” * However, prior to the enactment of P.L. 93-449, GNMA was

restricted to purchasing’”. . . (1) mortgages covering one-to-four-
family residences which are insured or guaranteed by the Federal
Housing Administration or the Veteran’s Administration, . . . and

(2) mortgages insured by FHA covering multi-family properties.”

The Emergency Home Purchase Assistance Act of 1974 extends
GNMA'’s purchasing authority to one-to-four-family residences”. . .
which are conventionally financed and have a loan-to-value rationot in
excess of 80 percent unless-the excess is privately insured.” ¢ It is
hoped. that this extension of GNMA’s purchasing authority to con-
ventional mortgages will provide a much needed boost to aseverely
depressed industry in which, at year’s end, construction industry un-
employment stood at 15.0 percent and hundreds of home builders
filed for bankruptcy: , :

The dollar limit on the mortgages GNMA may purchase is $42,000
(except in Alaska, Hawaii, and Guam, where the limit is $55,000), at
an interest rate prescribed by the Secretary of HUD, “. . . but in no
event shall such rate exceed a rate equal to the average yield during
the month preceding the month in which a commitment to purchase
such mortgage was issued on all marketable bonds of the United
States maturing in more than six but less than twelve years from the
date of such commitment (exclusive of bonds with a coupon rate of
less than 6 per annum) plus one-half of 1 per centum, adjusted upward
to the nearest one-eighth of 1 per centum. .. .7

Shortly after the Act became law on October 18, 1974, GNMA
began to purchase FHA, VA, .and conventional mortgages with the
first $3 billion released under this new Tandem Plan. Initially, it was
hoped that this $3 billion would result in an additional 100,000 housing
units being constructed, but for a variety of reasons the actual number
is likely to be less than that. .

4U.8, Department of Housing and Urban Development. Explanation of the Tandem
Plan. Washington, September 4, 1974. p, 1.

5 U.8. Congress. House. Committee on Banking and Currency. Summary of. Activities;
A Report of the Committee, Washington, U.S. Govt. Print. Off., 1975. (93rd Congress, 2nd
Sesﬂsi(l"l]d House. Report No. 93-1657) p. 72.

hid. :
7The Emergency Home Purchase Assistance Act of 1974, P.L. 93—449, Sec. 313(b)

(2) ().
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Finally, it should be noted that this Act provides. only interim
authority and is applicable “Whenever the Secretary [of HUD] finds
inflationary conditions and related governmental actions are having
a severely disproportionate effect on the housing industry and the -
resulting reduction in the volume of home construction or acquisition
threatens seriously to affect the economy and to delay the orderly
achievement of the national housing goals contained in Title XVI of
the Housing and Urban Development Act of 1968. . . .”” # The Act
provides, then, not a general authority for GNMA, but rather a
temporary authority which may be used only under certain specified

conditions. _
D The Veterans Housing Act of 1974

Another significant piece of housing legislation enacted by the 93rd
Congress was The Veterans Housing Act of 1974 (P.L. 93-569),
which amends and improves upon the basic veterans’ housing benefits.
Among other things, the Act allows veterans to use their- Veteran’s
Administration mortgage guarantees as many times as they wish,
as long as they pay off their old mortgages and sell their old homes.
Thus, a veteran can now move for whatever reason he chooses and
still be eligible for a V.A. guaranteed loan, whereas previously he had
to present ‘“‘compelling reasons.” In addition, the Act increases the
maximum V.A. mortgage guarantee to $17,500 from $12,500, increases
the maximum mortgage on single width mobile homes from $10,000 to
$12,500, and authorizes up to a $20,000 guarantee for double-width
mobile homes. Other provisions in the. Act establish, or’increase
benefits previously available, for-such things as guaranteed loans for
mobile home site preparation and specially adapted housing for
disabled veterans. ' - S Do

Real Estate Settlement Procedures

Congress acted.in 1974 to reform the real estate settlement process
and to. protect consumers from unnecessarily high settlement charges
caused by abusive practices found to exist in certain areas of the
country. The Real Estate Settlement Procedures Act of 1974 (P.L.
93-533) was signed into law late in the year, and its provisions will take
effect in mid-1975. :

The purposes of the reform law include advance disclosure to home
buyers and sellers of settlement,.cost, eslimination -of kickback or
referral fees unnecessarily inflating .the costs of settlement services,
reduction of real estate and insurance escrow account levels, and
reform” and modernization of local land title record-keeping. This
supplements HUD’s already existing, albeit as yet unused; authority
to set standards for allowable settlement charges for FHA and VA
residential mortgage transactions. - .

The settlement law supplies those consumers who are using ‘‘fed-
erally related mortgage loans” with protection and information not
usually ‘available with regard to costly but little understood home
purchase settlements. Among other things, the law requires HUD to
prescribe a standard form for stating setflement charges in residential
mortgage transactions. It also requires advance disclosure of settle-

8 Ibid., Sec. 3(a).
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ment costs to borrowers at the time of the loan commitment or there-
after, but not later than 12 days prior to settlement. The law also
requires HUD to prepare and distribute special information booklets
to help home buyers and sellers understand settlement services.
Among other things, the booklet is to include a description and ex-
planation of the nature and purpose of costs incident to real estate
settlement and an explanation of the unfair practices and unreasonable
or unnecassary charges that prospective buvers should avoid. The
Act prohibits kickbacks given or received in connection with the
referral of settlement service business and the practice of requiring a
buyer to purchase title insurance from a particular company as a
sale condition. Lenders are prohibited from requiring home Joan
borrowers to make excessive deposits in escrow accounts to maintain
pay for property taxes and hazard insurance.

The law authorizes the establishment of a demonstration model
system for recording land title information, thus facilitating land
transfer and mortgage transactions. The goals of this provision are
the reduction of cost and the possible development of a nationally
uniformr system of land- parcel recording.

Condominiums

The Senate Banking, Housing and Urban Affairs Subcommittee on
Housirig held hearings in October 1974 on proposals for Federal regu-
lation of condominium sales and conversions. Interest in this form of
housing has been sparked by the growing importance of condominums
to the overall national housing supply and by reported problems and
abuses associated with this relatively new form of ownership. Various
bills introduced in 1974 included provisions for requiring the dis-
closure of certain information to prospective purchasers of condomin-
iums, the initiation of various regulatory requirements, and requiring
developers to allow condominium owner associations to take control
of management no later than a year after initial occupancy.

In testimony on October 9, 1974 an Assistant Secretary of -the
Department of Housing and Urban Development outlined plans for
a Congressionally mandated HUD study of condominium and co-
operative housing problems, which is due in 1975.° Included in the
hearing record was a HUD consumer booklet completed in 1974:
“Questions About Condominiums: What to Ask Before You Buy.”

The potential importance of condominium regulation is suggested
by HUD’s reported prediction that half the U.S. population may be
living in condominiums within 20 years.!® Several States reacted to
the growing condominium movement by enacting legislation to regu-
late various aspects of condominium sales and operations. The Florida
Legislature enacted a bill of rights for condominium owners and
buyers.! In Maryland, the General Assembly enacted legislation to
protect condominium purchases which requires developers to maintain
escrow accounts for deposits and to give 120 days’ notice to tenants
of conversion of apartments to condominiums.!? In Virginia, the

0 U.8. Congress. Senate. Committee on Banking, Housing and Urban Affairs. Subecom-
mittee on Housing. Condominiums. Hearings, 93rd Congress. 2nd Session on 8. 3638
and 8. 4047. October 9 and 10, 1974, Washington, U.S. Govt. Print. Off.. 1974, 278 p.

10 Condominiums: Is Federal Regulation Needed? Congressional Quarterly Weekly Re-
port, v. 32, October 26, 1974 : 2980.

11 Wiprida. H.R. 2185, Aets of 1974,

12 Maryland, Chs. 641, 704, Laws of 1974,
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General Assembly enacted a “‘second generation’” condominium act,
which has been described as a law which “provides more protection for
prospective unit purchasers than any other condominium statute in
the United States.””®® Among other things, the Act requires landlords
to give prospective buyers a detailed list of the operating expenses,
and to provide warranties covering major items which come with the
property.

Feperar Hoxie Loan Baxxk Boarp Actions ArrecTiNg HousiNg
Fixance

The principal task faced by the Federal Home Loan Bank Board
during 1974 was assisting member institutions by expanding the
amount of funds: available to meet demands for housing financing
during a period when the savings and loan industry was experiencing
a net decrease in savings.'*

Several different methods were used to increase the amount of
funds available to member institutions. The regional Federal Home
Loan Banks in- May of 1974 undertook a special advances program
which was called “below market interest rate program’” (BMIR).
Under this program, advances were offered to associations at %%,
below the Federal Home Loan Banks’ cost of obtaining the funds. A
total of $3.55 billion was advanced or committed under this program..
The Federal Home Loan Bank System borrowed $3 billion from the
U.S. Treasury at 7%9% which was thereupon lent to the Federal
Home Loan Mortgage Corporation (FHLMC) to enable it to purchase
mortgages at below market rates. In a separate policy action, liquidity
requirements for member institutions were reduced to 5% effective
September. 29, 1974. ’ o

On April 22, 1974, Federal Home Loan Bank. Board Chairman
Thomas. R.. Bomar and Department of Housing and Urban Develop-
ment Secretary, James T. Lynn jointly announced the creation of the
Urban Reinvestment Task Force. This task force has received staffing
and administrative support from the Bank Board -and grants totaling
$3 million from HUD: to replicate Neighborhood Housing Services
programs in approximately twenty cities and to investigate other,
forms of neighborhood preservation. At the beginning of 1974, there
were five NHS programs in operation. At the end of the year, the
number had expanded to eleven and programs were under active
development in six additional cities. The programs are designed to
bring about a coordinated reinvestment by private financial mstitu-
tions, local governments, and residents themselves in urban neighbor-
hoods which can still be saved. , '

The Board, through its Office of Economic Research, undertook
studies in the following areas: long range structural reform of the
thrift industry; alternative mortgage instruments, e.g. variable rate
mortgages, and flexible payment mortgages (the latter was authorized
in 1974 for use in special circumstances) ; long term mortgage backed
bonds to be issued by member associations; and various cost analyses
of savings and loan operations.

1':'Virginla Rewrites Condo Act To Cover Current Innovations. Land Use Digest, v. 7,

August 1974 : 1. Virginia, H.B. 46, Acts of 1974. L.
14 Correspondence from the Federal Home Loan Bank Board, February 1975.
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FeperaL REeserve Boarp Acrions ArreEcring Housing Fixaxce

In an effort to help curb the ‘“double-digit’’ inflation experienced
in the U.S. in 1974, the Federal Reserve Board of Governors pursued
a relatively restrictive monetary policy (e.g. the money supply. grew at
approximately 4.5 percent in 1974 compared to 6.1 percent in 1973).
In a September 16 press release, the Board endorsed the Federal
Advisory Council’s recommendations on commercial bank lending
policies. In its statement, the Council endorsed the Board of Gover-
nors’ pursuit of a restrictive monetary policy in order to help reduce
the rate of inflation. However, the Council issued the following
statements:

A regrettable aspect of restrictive monetary policy is that it tends to produce
impact, bearing more heavily on some sectors of the economy than others. There-
fore, banks should nake an effort to utilize their limited funds equitably, giving
consideration, for instance, to the special vulnerability of the home-building
industry.15

In endorsing the Advisory Council’s recommendations (which:
generally stated, urged commercial banks to make fewer loans for
“speculative purposes” and more for productive purposes), the Board
issued the following comment:

The Board noted particularly that the Council in its statement recognized
“the special vulnerability of the home-building industry.” An active home-
building industry is vital to the well-being of local communities as well as of the
nation as a whole, and it is to the interest of banks and other financial institutions
to give reasonable support to the financial needs of that industry.1

Feperar Housing STupIies

In 1974 the General Accounting Office conducted a number of
investigations relevant to housing and urban growth. : -

A March 1974 report having important future implications con-
cerned Federally-backed experimental housing allowances. This pro-
gram, initially authorized by Congress on a small scale in 1970, allows
the Department of Housing and Urban Development (HUD) to
supply income supplement payments to lower income families to
enable themn to shop for quality housing anywhere in a given area. In
recent years, the Administration has viewed these allowances as a
promising new approach to providing large-scale housing assistance,
perhaps replacing past housing assistance programs ortented more
toward housing production than toward directly supplementing the
family budget for housing. ,

Among the concerns voiced by GAO in its March report was the
perceived need to conduct housing allowance experiments in a wider
variety of local contexts to assure that such subsidies will not result
in generally higher local rent scales due to increased housing demund
generated by housing allowances.’” In August 1974 Congress continued
the housing sllowance program on an experimental basis in the
omnibus Housing and Community Development Act (P.L. 93-383).

Inquiries made by GAOC also included, among others, reviews of
HUD’s administratively developed homeownership opportunities

15 Statement of the Federal Advisory Council on Commercial Bank Lending Policles;
Sept. 16, 1974, p. 8. ) . i |
16 Federal Reserve press release, Septeniber 16, 1974, p. 1. : : c

17 J.S. General Accounting Office. Observations on Housing 'Allowances and the Experi-
mental Housing Allowance Program. Report to the Congresg by the Comptroller Generil
of the United States. [ Washington] 1974, (B-171630, March 28, 1974). pp. 3-4.
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program for low-income families (HOPLIF) '® and problems of disposi-
tion of acquired properties in Detroit, Michigan.'® One of the reasons
HOPLIF was studied was that this program was not specifically
included in an overall HUD housing subsidy evaluation study pub-
lished in 1973. The Detroit inquiry was conducted at the request of a
House Government Operations Subcommittee concerned about a
rapid rise in mortgage defaults in Detroit under HUD’s single-family
mortgage insurance programs.

- In December of 1974 the President released the Domestic Council’s
Report on National Growth and Development. In the section entitled
“Federal Influence on Growth and Quality of Life,”2? it was reported
that in fiscal year 1973, Federal outlays for housing (which includes
guaranteed insured loans and home mortgage insurance) totaled $19.02
billion, of which 92.4 percent went to metropolitan counties and the
rest to nonmetropolitan counties. The percent of Federal housing funds
going to metropolitan counties was significantly higher than the 75.5
percent average for all Federal outlays in Agriculture and Natural
Resources, Community Development, Housing, Human Resources
and DEFENSE-NASA-AEC.? Thus, Federal outlays for housing tend
to benefit metropolitan areas disproportionately.

Also, in the area of Credit Management, the various Federal orga-
nizations involved (i.e. the Federal Reserve System, Federal Home
Loan Bank Board, Farm Credit Administration, Government National
Mortgage Association, Federal Housing Authority, Farmers Home
Administration, and Veterans’ Administration) strongly influence the
direction of urban development: "

These credit-related institutions do not deliberately operate to achieve pre-
determined impacts on community or regional economic development. But they
often do. For example, housing mortgage. guarantees and.interest rates which
these agencies influence have played a key role in encouraging suburbanization by
encouraging construction of new housing rather then conserving existing housing
stock. The result has been to give inadvertent. impetus to outmigration from
central cities.?* g : o S .

-Housing Goals Report: -

Late in 1974 the President transmitted an annual report to Congress
on national housing goals. This report is required by-the 1968 Housing
Act, which established numerical housing production targets for- the
ten year period through fiscal year 1978. Among other things, it was
reported that despite the recent decline in housing, “. . . for the first six
years of the decade [through fiscal 1974], total new housing production
aggregated 13,909,000 units, or 5 percent above the targets for these
years, as set forth in the Second Annual Report on the National
Housing Goal.” # It should be noted, however, that the President’s
report includes mobile housing. The number of traditional housing
units actually started in the six year period is-given as 11,066,400. This

.. BTU.8. General Accounting Office. Problems in the Homeownership Opportunities Pro-
gram for Low-Income Families. Report to the Congress by the Comptroller General of the
United States. {Washington] 1974. (B—171630, March 27, 1974). 44 p. -

1 U.S. General Accounting Office. Disposal of Acquired Properties in Detroit, Michigan.
Report to the Legal and Monetary Affairs Subcommittee, Committee’ on -Government
Operations, U.S. House of Representatives, by the Comptroller General of the Urited
States. [Washington] 1974. (B-114860, March 12, 1974) 18 p. : T

20 U.8. President .(Ford). Report on Natlonal Growth . . . pp. 21-29,

- #1bid., p. 22. ©. - R s

22 Ybid., p. 25. ° ' T -

23 U.S. President, 1974~ (Ford). Sixth Annual Report on National. Housing Goals: mes-
sage . . . (Washington, U.S. Govt. Print. Off.,, 1975) (94th Congress, 1st session. IHouse

Document No. 94-18) Message dated June 14, 1975, p. 6.
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is below the number needed to meet the goal of 26 million units over
ten years, exclusive of mobile homes.

At the same time, the report cautioned that the national housing
problem should not be viewed only in terms of new housing provided.
Other obstacles to fulfilling the national commitment of a decent home
and suitable living environment included cases where people lived in
run-down surroundings or paid excessive amounts c¢f income for
shelter.

The report indicated that the recovery of the national housing
production system in 1975 would depend on a number of factors. Not
the least important of these was the reversal of lessened housing
demand in 1974 as a result of uncertainties about the enercy and gen-
eral economic situations. The timing and rate of recovery in particular
housing markets, it was pointed out, might vary considerably due to
localized past overbuilding, the availability of fuel hookups, and local
restrictions on water supply and sewer connections.

Mini-Economic Summit on Housing

On September 12, President Ford held- a Mini-Economic Summit
specifically on the housing problem as a prelude to a much broader
KEconomic Summit held later in the year on the problem of inflation.

At this conference, which was held in Atlanta, scores of groups
from the housing and construction industries presented their views
on ways to stimulate the housing industry. “Favorite among industry
comments, for specific aid, was the need for new financial incentives—
and leading that pack was exemption for income tax for some interest
paid on savings desposit in thrift institutions. Most often quoted figure
15 $1,000 exemption.”” ** :

Other recommendations which were popular at the conference in-
cluded reactivating Federally-subsidized housing programs (which had
been suspended at the beginning of 1973), expanding secondary market
programs such as the tandem plan [which later was done in the
Emergency Home Purchase Assistance Act of 1974 (P.1. 93-449)], and
having the Federal Reserve Board allocate credit. .

StAaTE HousiNng DEVELOPMENTS

The turmoil and disruptions that characterized Federal housing
programs in 1974 was reflected at the State level, as the States tried
to clarify their future roles in providing decent housing for all Ameri-
cans. Four new States—Georgia, North Carolina, Ohio, and Vermont—
joined the ranks of States with housing finance agencies geared to
increase construction of low- and moderate-priced homes. Additional
bonding funds for existing housing agencies were provided in Massa-
chusetts and Minnesota.

A Uniform Building Code was enacted in Washington, and Wis-
consin enacted new requirements for State licensing of mobile home
manufacturers and one-year written warranties for all mobile homes

2 Community Development Services, Inc.. Housing Affairs Letter; The Weekly Wash-
ington Report on Housing, No. 74-36, September 13, 1974, p. 1.
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sold in the State.? These activities reflect the traditional functions of
State housing programs, which include: 2

(1) Direct loans to housing developers, usually with funds raised by issuing
tax-exempt revenue bonds.

(2) The provision of interest-free “seed-money’’ loans to nonprofit and public
housing sponsors to help defray early development expenses.

(3) A secondary mortgage-market to assist in the financing of low- and moder-
ate-income housing, usually financed through tax-exempt revenue bonds.

(4) Insurance for mortgage loans made for the purpose of constructing, reha-
bilitating, leasing, purchasing, or refinancing housing.

b (5) Acquisition and assembling of land to be used for low- and moderate-income
ousing.

(6) %cting as public housing authorities under the Federal public housing
program.

! (?) Subsidy programs for low-income residents.

(8) Provision of technical assistance, and support for research and educational
activities related to housing.

(9) Developing and enforcing statewide building codes to facilitate the intro-
duction of new building materials and techniques and the aggregation of larger
market areas.

The States vary in their participation in these programs, with
some States performing all of these functions and other States per-
forming some of them. In some States, one agency provides all housing
programs, in other States there are several agencies which deal with
various aspects of the total housing program. Some States have been
directly involved in a broader range of housing activities than the
Federal Government, while others have confined their role to in-
formation gathering and to authorizing local participation in Fed-
erally-aided programs.

The States have become increasingly active in housing activities
over the past 15 years; these activities have, to a great extent, been
modeled after and supported by Federal housing programs. Since
“federal housing policy establishes the framework for state activity,” 7
the 1974 debate over and changes in Fedéral housing policy was
reflected at the State level in several studies which evaluated the
strength and future role of State housing agencies and programs.
Some of the findings and recommendations of these studies related
directly to the role of housing in the implementation of growth
policies. The Council of State Governments outlined opportunities
for State action in three areas: improving the housing conditions of
families residing in substandard housing and neighborhoods; pre-
serving and fostering high-quality residential neighborhoods; and
increasing the importance of regional values and needs in local govern-
ment decisions bearing on housing policy.?

Among other things, the Council suggested that States might: use
their housing finance agencies and urban development corporations

2 J'or a survey of State regulation of mobile homes and factory-built homes, see Cooke,
Patricia W. State Building and Regulatory Programs for Mobile Homes and Manufac-
tured Buildings; A Summary. Washington, National Bureau of Standards [for sale by
the Supt. of Docs., U.S: Govt., Print. Off.] 1974. 30 p. (U.S. National Bureau of Standards.
Technical note 953.) ,

26 The Bureau of National Affairs. State Housing Finance Programs; Introduction.
Housing and Development Reporter Reference File. Washington, 1973. p. 50:0011. See
also, The Council of State Governments. A Place To Live. . . . pp. 14-38: Council of
State Housing Agencies: Roles and Accomplishments. In the San Francisco Development
Fund. A California Housing Program. San Francisco, 1975. pp. 79-90.

2 Council of State Governments. A Place To Live. . . . p. vil.

28 Ibid., pp. 41-44. ' )
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to channel Federally-financed housing production to sites that are
consistent with statewide growth strategies; provide effective en-
forcement of antidiscrimination laws in order to prevent the neighbor-
hood deterioration that sometimes results from racial or ethnic
changes; establish metropolitan housing information services in
order to encourage the wider distribution of information on housing
for sale or rent; allow greater expenditures for public services in
deteriorating parts of a community than in the rest of that com-
munity, possibly through a special State fund; assure the avail-
ability of mortgage money to owners of property in declining areas;
adopt fair share plans to equitably distribute the supply of low-income
housing throughout a metropolitan region, and provide tax and other
incentives to developments that conform to these plans.

The impact of shifts in Federal housing policy was the focus of a
report prepared for the Commonwealth of Pennsylvania, where
“IState] involvement in housing has been considerable, [but] has to a
very large extent been linked to and dependent upon the growing
Federal programs.” 2 A second report will look at the issue of how
Pennsylvania can deal with housing needs without Federal subsidies,
through the use of its own powers and resources. The report concludes
that recent housing policy shifts have had especially strong effects
in the following areas: *

(1) The decline or disappearance of a previously strong infrastructure for
developing subsidized housing, including local public housing authorities, non-
profit organizations, and State agencies, which “have found their roles and effec-
tiveness limited over the last eighteen months. These agencies now face critical
choices about the extent to which they can and should take on major new burdens.”

(2) A shift of emphasis from benefits for low-income families to benefits for
moderate and low-middle incomes. ’

(3) Reduced housing opportunities for blacks and other racial minorities.

(4) Reduced opportunities for homeownership.

(5) A shift of emphasis from new construction to the rehabilitation or subsidi-
zation of existing standard units.

(6) Reduced opportunities for ensuring an equitable geographic allocation of
subsidized units among different housing market areas.

(7) Reduced concern for the quality and efficiency of housing managemeént.

The report includes recommendations for a comprehensive package
of administrative and legislative changes at the State level to maxi-
mize the use and effectiveness of current programs; to obtain revisions
in Federal regulations and legislation to improve and supplement
current programs; and to supplement Federal legislation or improve
the Federal programs’ ability to achieve major Commonwealth
goals.
~ One recent evaluation of State housing finance agencies concludes
that their futures “must now be viewed within a less certain and more
fluid context than ever before.®! This results partly from the States’
dependence upon Federal housing programs, partly from the new role
that States will be playing in the administration of the Section 8
subsidies, and partly because of uncertainties surrounding the tra-
ditional method of financing State housing programs through tax
exempt bonds rather than through legislative appropriations.®

20 The Center for Community Change. Shelter and State Action; A report to the
Commonwealth of Pennsylvania on Federal Housing Programs and State Initiatives.
Washington, Mount Vernon Publishing Co., Inc., 1974, p. 2.

40 Ibid., pp. 9~12.

31 Stegman, Michael A. Housing Finance Agencies: Are They Crucial Instruments of
gé?i%g)o"ernment? Journal of the American Institute of Planners, v. 40, September 1974 :

32 Thid. and Silverman, Jane. The States Emerge as Primary Clients for Subsidized Hous-
ing. ATA Journal, v. 63, February, 1975 : 24-27,
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The author concluded that “It may well be that the future growth
and even the survival of many state housing agencies will depend
upon their respective abilities to secure state financial support.
Whether they have the political clout to secure their financial futures
remains in doubt.’’ 33

' Issuzms

At the beginning of 1975, the housing industry was, as noted earlier,
in a severely depressed state. Therefore, one of the primary unresolved
issues facing the Federal policy makers is, given the current economic
slump, how can the housing industry be stimulated? Credit-allocation -
was discussed as a possible solution to this question during the 93rd
Congress, and may réceive consideration in the 94th. . . -,

One problem resulting from the depressed state of:the economy is
that many homeowners have become. involuntarily unemployed. As a
result, some form of foreclosure relief, perhaps even a new Home
Owners Loan Corporation such as existed during the Depression, may
become necessary. .

- Ahother problem resulting from the economy’s poor condition is the
lack of "a sufficient number of homebuyers to purchase the in-
ventory of over 400,000 new homes which were completed, but:
. unoccupied; at the beginning of 1975. Some steps to help “move”
this large inventory may- be required. A B :

““Another’ unresolved 1ssue was whether or not the new Section 8
leased 'housing program’ would “gét off the ground” in 1975 and’
subsidize: "the predicted 400,000 units.” To a large extent this. will
depend on the fair market rentals-established by the Secretdry of
HUD, as well as the administrative procedures” developed for the-
program. -~ TS

38 Stegman, op. cit., p. 307.



CuapTER V. IMPROVING THE ENVIRONMENT
IxTRODUCTION

During 1974, Congress and the Administration dealt with a wide
range of important energy, environmental and land-use issues. Im-
portant measures were passed in some areas of concern; in others, such
as land-use planning assistance and surface mining control, significant
measures just failed of enactment. Implementation of previously en-
acted laws was the major focus in still other areas, such as air pollution.

ExErey AxD GROWTH

The energy shortages of the past few years have affected growth
patterns in many ways; economic growth, transportation patterns,
industrial development, residential preferences in terms of location,
and most other growth variables have been affected by energy and fuel
availability. The year 1974 encompassed the second session of the 93rd
Congress, a time when energy issues had become a central focus of
Congressional activity, and when a large number of enactments on
energy issues came about. Most of these had important implications,
and often direct consequences, for growth patterns—both immedi-
ately and in the Jong-range.

The particular importance of energy problems was highlighted by
President Nixon when, on January 23, 1974, he preceded his State of
the Union Message with a special Energy Crisis Message. In that mes-
sage he began by stating:

America is undergoing a period of rapid change and growth when decisions made
in Washington could affect the patterns of our national life for the rest of this
century. * * *

No single legislative area is more critical or more challenging to us as a pcople,
however, than the subject of this first message to the Congress: the energy crisis.!

The widespread growth impacts of certain types of energy develop-
ment was noted by the Council on Environmental Quality 1n its 1974
Annual Report:

*# * there are some decisions that may have an impact on regional growth. This is
exemplified by proposed energy-related developments—deepwater ports for super-
tankers, outer continental shelf (OCS) oil and gas production, extensive strip
mining of western coal, the Alaska pipeline, and the production of erude petroleum
from oil shale. In addition to affecting air and water quality, water supplics, marine

resources, wildlife, and 1and resources, these facilities are expected to generate sub-
stantial industrial, commercial, and residential development.?

New Organizational Approaches

In 1974, Congress enacted two major reorganization bills in order
to improve Federal management of energy problems. One established

17.S. President, 1969-1974. (Nixon). The Energy Crisis—Message From the President.
Congressional Record (daily ed.), v. 120, January 23, 1974 : H7676.

2 Counecil on BEnvironmental Quality. Environmental Quality ; The Fifth Annual Report
of the Council. Washington, U.S, Govt. Print. Off., December 1974, p. 44.
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the Federal Energy Admimistration (FEA) to more effectively manage
. energy distribution and allocation, and the other established a major
energy research and development effort in the Federal Government
through the new Energy Research and Development Administration
(ERDA) and also created a new nuclear regulatory agency and a policy
council in the White House. _
The Federal Energy Administration Act of 1974 (P.L. 93-275)
evolved directly from the many internal reorganization efforts of the
Administration during 1973. In December 1973, in the third major
internal reorganization of that year, President Nixon established
the Federal Energy Office (FEQ), headed by Treasury Députy Secre-
tary William Simon. The FEO was given fuel allocation, rationing
and pricing duties, along with energy data collection, energy conser-
vation, and advisory policy roles. Four offices in the Interior Depart-
ment functioned through the FEO: the Offices of Petroleum Alloca-
tion; Energy Conservation; Energy Data and Analysis; and Oil and
Gas. Also transferred to FEO direction were the functions of the
Energy Division of the Cost of Living Council. At the same time the
FEO was established, legislation was introduced to give it statutory
authority as the Federal Energy Administration (FEA), an inde-
pendent agency with a two-year Jifespan. This legislation was signed
into law on May 7, 1974. ,
The duties assigned to FEA in the Act have many direct impacts
on growth factors. They include administration of petroleum and
- gas distribution and consumption programs; actions to reduce de-
mand for fuels and improve efliciencies of use; development of Project
Independence, which is an effort to plan a strategy for reducing de-
pendenceé on imported fuels, largely through conservation and develop-
ment of domestic fuel resources; development of plans and prograns
generally for dealing with energy production shortages; promotion
of energy price stability; administration of propane gas pricing regula-
tion; and various data and information duties. The Act also directs
FEA to submit numerous reports on phases of energy needs and
energy organization in the Government.

The Energy Reorganization Act of 1974 (P.L. 93-438), signed into
law on October 11, 1974, created the Energy Research and Develop-
ment Administration (XRDA) to serve as a central energy R&D
agency for the Federal effort in this area. The Act abolished the
Atomic Energy Commission (AEC) and assigned its energy and
weapons R&D functions to ERDA to use as the core facilities for a
broadened, comprehensive energy research program. The Office of
Coal Research, the Bureau of Mines energy centers, and underground
electric power transmission research were transferred to ERDA also,
along with National Science Foundation (NSF) functions in solar
heating and cooling development and geothermal power develop-
ment, and the alternative automotive power systems research of the
Environmental Protection Agency (EPA).

ERDA is organized into six major units which delineate the major
areas of concern in the R&D effort: fossil energy; nuclear energy;
environment and safety; energy conservation; solar, geothermal and
advanced energy systems; and national security. The major responsi-
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bility of ERDA is to do the necessary research and development to
make available viable alternative energy resources for the immediate
and long-range future. This effort will be of particularly crucial im-
portance by 1985, when the FEA estimates that the availability of
these alternatives will have a marked impact on the levels of economic
growth and development which can be sustained at that time.

In addition to the purposes of the Atomic Energy Act which are
vested in ERDA for development of nuclear power, mandates for
non-nuclear energy R&D were contained in several laws enacted in
1974 which will be administered by ERDA ;

The Federal Nonnuclear Research and Development Act of 1974
(P.L. 93-577, approved December 31, 1974), provides the major
guidance to. the ERDA Administrator as to the principles,
authorities and duties to be carried out with respect to - R&D in
energy technologies other than nuclear; .

The Solar Heating and Cooling Demonstration Act of 1974
(P.L. 93409); '

The Geothermal Energy Research, Development, and Demon-
stration Act of 1974 (P.L. 93-410); and

The Solar Energy Research, Development, and Demonstration
Act of 1974 (P.L. 93-473).

Project Independence

In light of the Arab oil embargo of 1973 and the greatly increased
price of oil following resumption of oil shipments, an important func-
tion of the FEA was preparation of a major report detailing strategies
for U.S. independence from oil imports. In November 1974, “Project
Independerice” was published by the FEA. It discussed four alterna-
tive strategies which the U.S. might follow in reaching independence
from imports, and indicated what impacts would follow from each of
these strategies, both at a $7 per barrel price for oil, and at an $11 per
barrel price.. »

The four strategies, which are not mutually exclusive, were: “Base
Case’ in which present policies would continue without major changes;
“Accelerated Supply” based on greatly increased domestic fuels
production, “Conservation’” which would emphasize reduction of
consumption and lower growth of energy demand, and ‘‘Emergency
Storage” programs which would include extensive purchases of oil in
the current market and in the near future to build substantial reserves.
These strategies were evaluated for their effects in 1985.

The report concluded that a price of $11 would malke self-sufficiency
much easier to achieve; the reduction in demand for foreign oil at that
price would also have the result in 1985 of substantially reducing
outflow of dollars for oil purchases. However, reduction of imports at
such a swift rate also would mean substituting more expensive
domestic energy sources, resulting in a drop in gross national product,
continued inflation, and environmental degradation. The following
tables from the report indicate some of the consequences of these
strategies:
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BALANCE OF PAYMENTS IMPACT OF ENERGY STRATEGIES,! 1985

At §7 imports At 311 imports
Imports Annual Imports Annual
(million outflows (million outflows
barrels for oil barrels for oil
per day) (biltions) per day) (biltions)
Base €ase. .l iacmamaeean 12.4 $31.7 3.3 $13.2
Accelerated supply. 8.5 21.8 0 -0
Conservation. ..__............. g g 25.0 1.2 . 48

123 0 0

1U.S. Federal Energy Administration. Project Independence; A Summary. Washington, U.S. Government Pnntmg Offce

1974, p. 39.
ENVIRONMENTAL IMPACTS OF ENERGY STRATEGIES ! (SELECTED INDICATORS)
1985 at $11 oil imports aiter-
nate energy strategies =~ °
Accelerated
1972 Base case - supply  Conservation
Air pollution: ’ > :
Particulates (tun</day) . ‘1,800 © 2,200 2,300. 1,800
NOx (tons/day). .. ... _..___.... - 30, 000, 46, 800 43,000 - 38, 400
SO (toNS/day) - - oo 58, 900 53,700 48,800 41, 500
Water potiution: )
Dissolved solids (tons/day)______ ... ._._: .. _... . 37,000 - 5, 800 5, 500 5,000
Suspended solids. .- ..o - - 7,600 300 260 - - . 210
Solid waste: - . .
1,000 tons/day 900 1, 100 2,300 - 900
Land disruption, 1,000 acres 19, 800 26,700 21,800 - 17,900

lUS Federal Energy Administration. Pro;ect Independence: A Summary. Washington, U.S. Government Printing
Office, 1974. p. 4 ;

The implications of the strategies were summarized by FEA as
follows:

Each of the domestlc stmtemes evaluated in the Blueprint will require major
new initiatives and efmch has an important set of xmphcatlons, uncertamtxea, and
drawbacks. j

Accelerating domestic supply is possible without major subsidies or guarantees,
provided expectations for world oil prices are between $7 and $11. Because in-
creased supply must rely on existing technologies through 1985, a supply strategy
generally involves some additional environmental impacts, although much less
than proportional to the growth in energy. These impacts, ‘either involved increased
development in previously undisturbed areas, such as Alaska, the Atlantic OCS
or the West, or increased problems associated with much great‘.er coal use. Difficult
envuonment/enex gy tradeoffs must.be made. As important as the environmental
tradeoff is the question of regional development. At present, there is much debate
over the advantages and disadvantages of increasing national energy supply from
‘regions which generally do not need the energy for themselves. Resolution of the
regional/national question is central to increasing domestic supplies. With respect
to increased oil production, most increases must come from as yet unproven
reserves. Resolving the uncertainty with respect to these areas is important in
terms of gaining sufficient lead times to pursue other courses of action if it should
become necessary to do so.

Reducing the rate of growth in energy demand has several appealing aspects,
including its positive environmental impact and the avoidance of potential con-
straints or bottlenecks, such as limited water supply, and materials and equipment
shortages. It is also cle‘lr that some level of conservation beyond the price induced
level can be achieved without significant economic impact. Conversely, there are
conservation programs which could reduce economic growth, industrial output,
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and our standard of living. To achieve conservation savings greater than those
induced by price alone will require additional Federal intervention in the market-
place. This intervention, and the nonmarket costs of conservation, such as more
limited individual choices and changed lifestyles, must be weighed against the
positive environmental and energy impacts of a conservation strategy.

Emergency storage programs appear cost effective in reducing the economic
impact of future oil supply disruptions. However, this benefit must be weighed
against several important limitations. It may take several years to design and
implement a major storage program, yet our vulnerability is highest now and
storage may be of little value 5 to 10 years from now. Secondly, building storage
will require greater imports now. Purchases in the world market for storage will
tend to sustain higher prices in the short run and put additional strains on the
international financial system. Finally, if we purchase storage now to avoid the
risk of a large economic loss from an embargo, we also risk a possibly large capital
loss if the oil we store drops dramatically in price.?

Specific effects on growth for different energy strategies were
discussed:

The four alternative strategies have very different domestic economic impacts.
In terms of national economic growth, both the accelerated supply and conser-
vation strategies have positive influence because they represent actions which
have lower resource costs than continuing to use either $7 or $11 imported oil.
Therefore, they result in lower priced domestic energy. However, this is where the
similarity ends. Accelerating domestic supply will cause significant regional
growth—primarily in the West and Alaska as new resources are tapped. Similarly,
effects of growth—and inflationary trends—will be focused in the oil industry and
related supplying industries. However, due to water constraints in several regions,
energy industry growth will mean less growth in other sectors. Therefore, the net
effect on employment and regional earnings may not be positive in all cases.

By contrast, the energy conservation strategy will stimulate growth in insulation
and similar industries, but, by increasing auto prices and reducing vehicle miles
traveled, it may result in changes in the auto recreational, and leisure industries.
An important question with respect to these impacts is whether they will cause
actuulhindustrial and regional dislocations or just change the paths of future
growth.

The emergency program has little direct economic effect—except to the extent it
requires production of storage facilities. However, the aggregate economic effect
of such a program might not be small if purchases of oil in the world market for the
storage system help maintain current high prices, or drive them even higher.*

Offshore Development Related to Energy

Two controversial issues related to offshore energy development
came to a head in 1974. In January of 1974, the President asked for
greatly accelerated development of offshore oil and gas resources;
and throughout the year the issue of deepwater port development to
accommodate supertankers importing oil into the U.S. was the subject
of active debate, ending with passage of a law authorizing licensing of
such ports by the U.S. Offshore development of both types has pro-
found developmental and growth impacts in adjacent onshore areas;
the availability of the energy resources that both would facilitate has
important implications for fuel availability in many parts of the nation,
and thus economic implications.

In the case of deepwater port development, environmental effects of
two types caused considerable concern in the Nation’s coastal states:
concentrations of such huge amounts of oil in one shipment would
result in extremely drastic effects in the case of an oil spill—both to
the marine environment and to the beaches and shores nearby; in
addition, studies produced during hearings on the deepwater port

37].8. Federal Energy Administration. Project Independence: A Summary. Washing-
ton. U.S. Govt. Print, Off., 1974. p. 44-45.
4 Ibid., p. 39.
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bills showed that profound environmental impacts would be produced
by industrial development and refinery expansion onshore related to
the utilization of oil shipments by the supertankers. At present, no
harbor on the East Coast or the Gulf of Mexico can accommodate the
70-foot depth required by the supertankers.

The Deepwater Port Act of 1974, which passed Congress in De-
cember and was signed into law on January 3, 1975 (P.L. 93-627)
authorized the Federal Government to license construction of high
seas deepwater oil ports. To carry out provisions of the Act, $41 5
million was authorized over six years; some $30 million of this is to
bo used. in research on oil spills.

To meet the concerns of the coastal states that deepwater port
development would pose additional environmental threats, the Act
plow'de:, that in connection with each application for construction,

“adjacent states” shall be designated and provided a copy of the .
application. The Governor of the State shall have an opportunity to
disapprove the application on the basis of inconsistency with State
programs relating to environmental protection, land and water use,
or coastal zone management. Applications granted after such disap-
proval must include conditions to make them consistent with these
State requirements.

President Nixon’s message on The Energy Crisis made a special
point of the need to achieve energy independence with respect to oil
imports; in that connection, he directed the Secretary of the Interior
to increase the acreage leased on the Outer Continental Shelf for oil
and gas development to 10 million acres, beginning in 1975. This more
than tripled the previous planned leasing program. Great concern over
this plan was expressed by the Governors of East Coast states, and
considerable opposition was voicéd by environmental groups. Both
the potential damages to the Coastal marine environment from such
speedy development and the environmental hazards from the afore-
mentioned onshore industrial and refinery development were at issue.

In addition, the Coastal States were concerned about the impact of
the growth in onshore population that is expected to accompany
accelerated offshore drilling operations. For example, a report released
by the Texas Coastal and Marine Council in November 1974 estimates
that expanded offshore oil development will result in a direct net cost
of as much as $62.1 million per year to Texas State and local govern-
ments.® In response to this concern, the Administrator of the Federal
Energy Administration told the Joint Economic Committee that:
“Secondary development will undoubtedly lead to an expansion of the
tax base over the long term. However, there is a legitimate question
as to whether the growth of the tax base will keep pace with the increas-
ing need for social services—roads, schools, sewage treatment, fire
protection, etc. The need to provide for these services is an issue which
the Federal Government must deal with both in potential OCS areas
as well as in the Western energy producing states.”’$

In September, the Senate passed a bill (S. 3221) which would have
revised bidding procedures for the OCS leases, required improved
environmental protection through research and development on im-
proved technology.for production, safety, and environmental pro-

5 Texas, Coastal and Marine Council. Benefits and Costs to State and Local Govern-
ments in Texas Resulting From Offshore Petroléum Leases on Feder11 Lands. Austin, 1974,
8 Quoted in Land Use Planning Reports, v. 2, November 25, 1974 :
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tection, and established a Coastal States Fund to assist States in
funding programs to deal with onshore impacts of OCS leasing.
This bill was not passed by the House.

Plans for accelerated leasing of OCS lands for oil and gas develop
ment proceeded in the Administration and a draft environmental
impact statement was circulated in October. By the end of the year,
hearings were still being held on the plan, and the Supreme Court was
to hear a case on the subject.

Surface Mining

Regulation of surface mining, often referred to as “strip mining,”
was the subject of bills which passed both the House and Senate,
emerged from Conference on December 3, 1974, and eventually was’
vetoed by President Ford. As the energy crisis entered its second
intense year in 1974, the coal mining industry faced vastly increased
demand for production, and was thus extremely resistant to any form
of restrictions on mining operations. The Administration was pushing
hard for increased domestic fuel production, and refused to accede to
Congressional action in this area. An inherent conflict exists between
the need for vastly expanded fuel resources which contribute to
economic growth, and the other values and amenities which are
sacrificed by surface mining which is not accompanied by reclamation
requirements.

The Senate bill, S. 425, which passed in October of 1973, would have
established minimum standards for Federal and State programs
regulating surface mining and reclamation efforts. These would be
administered by an Office of Reclamation and Enforcement in the
Interior Department. Further, surface mining would be prohibited on
lands evaluated as nonreclaimable, on lands where mineral rights are
owned by the Federal Government, and on environmentally important
lands, such as national parks, refuges, scenic areas, and wild river
areas. A reclamation fund would be created for rehabilitating lands
ravaged by past surface mining; grants would be available to States
for regulation activities.

The House bill, H.R. 11500, passed on July 25, 1974, and was
generally more restrictive than the Senate bill; it would have placed
severe restrictions on land available for mining because of its prohibi-
tion on mining steel slopes. 1t provided more rigorous environmental
protection, which might have eventually directed future mine develop-
ment into deep mine processes.

The Federal Energy Office had voiced objection to H.R. 11500 on
the grounds that it would be too restrictive of coal production during a
period of widespread energy shortages. The FEO estimated that under
H.R. 11500, some 30 million tons of coal might fail to be mined during
1974, totaling a loss of 350 million tons by 1985.

A critical question during conference on the bill was how to resolve
the rights of the owners of the surface lands when surface mining was
instituted to obtain the minerals below, to which the Federal Govern-
ment often holds title. The deadlock was broken by an amendment
which provided that permission of surface owners was required before
strip mining could be done, but that “wind-fall profits” to such surface
owners should be limited to $100 per acre.
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* The Presidential veto was based on the argument that this Act was
incompatible with the large-scale coal development needed at this
time. The issue was certain to continue to be an active concern in the

94th Congress. .
State Actions on Energy

- In its 1974 annual report on the state of the federal system, the Ad-
visory Commission on Intergovernmental Relations noted that “As
in the Economic field, the general political uncertainty at the federal
level throughout much of 1974 left a void in enérgy policy which the
states and cities could only partially fill.”.” Many States did-act in 1974
to fill -the void in energy policy as best they could, by establishing
emergency allocation procedures, .information systems on energy
availability, new organizational structures to deal with energy, and
new research and development. programs designed to. encourage the
development and production of new sources of fuel and energy, using
natural resources available within the State.® The Senate Subcommit-
tee on Intergovernmental Relations held hearings on the impact of the
energy crisis on State and local governments, focusing on questions
such as: ® o C

What are the precise dimensions of the crisis and what impact will'it have on
communities in Maine and the rest of the Nation? Why are competing retail fuel
dealers in many communities in the State forced to sell their products at widely
divergent prices resulting in grave consequences to both consumers and dealers?
What are the best steps to take to combat the hardship caused by the energy
shortage, and to insure that its effects will be equally shared by all citizens? What.
Federal assistance do State and local officials need to equip them better to deal
with the consequences of dwindling energy supplies? .

The States’ response to the energy crisis took a variety of forms. In
15 States, the Governors were granted emergency powers to deal with
the problems of energy shortages. Energy Councils or standing legisla-
tive committees on energy were established in 24 States to monitor the
State’s energy demands and supplies and to meke recommendations for
future action. Eighteen States appropriated funds for research de-
signed to locate alternative sources of energy. Six States expanded the
scope of their building codes to include requirements for evaluation of
the energy use of a proposed structure.!® In order to alleviate the im-
pact of energy-related ‘“‘booms’’ on local communities, mineral trust
funds, to be financed by mineral taxes or royalties, were authorized in
Alaska, Colorado, Montana, and Wyoming. Some State utility com-
missions and public utilities encouraged energy conservation practices
through publicity campaigns designed to promote voluntary con-
servation of energy, rate-structure changes, and the installation of

7U.8. Advisory Commission on Intergovernmental Relations. The Tension of Inter-
dependence : Federalism in 1974. Washington, U.8. Govt. Print. Off.,, 1975. p. 10.

. 8J.S. Congress. Senate Committee on Agriculture and Forestry. The Effects of Uncer-
tain Energy Supplies on Rural Economic Development; A Compilation of Papers for
the Subcommittee on Rural Development (Committee Print) Washington, U.S. Govt.
Print. Off., 1974. pp. 82-33.

9 U.S. Congress. Senate. Committee on Government Operations. Subcommittee on
Intergovernmental Relations. Impact of the Energy Crisis on State and Local Govern-
ments (1974). Hearings, 93rd Congress, 2nd session. January 14, 16, 28; February 21,
22, 1974. Washington, U.8. Govt. Print Off,, 1974. p. 2. -

10 J,8. Advisory Commission on Intergovernmental Relations. Building on Ianovation;
State Actions 1974. Washington, U.S. Govt. Print. Off. 1975. pp. 20-21., See also The
%»%glcilo of State Governments. State Responses-to the Energy Crisis. Lexington, Ky.,
1975. 42 p. . . .
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energy-saving devices. The General Accounting Office reviewed these
efforts and recommended that the Federal Office of Conservation and
Environment could strengthen them by: ™

Obtaining, evaluating, and disseminating information on energy conscrvation
practices which the utilities and State regulatory agencies use and advocate those
practices which prove to be effective.

Providing technical assistance to utilities and regulatory agencies in establish-
ing standards for evaluating the results of energy conservation practices.

Devising and advocating model laws for enactment by State legislatures to
strengthen the capability of State regulatory agencies to carry out energy con-
servation practices.

The 1974 Minnesota Legislature created a Minnesota Energy
agency and a Legislative Commission on Energy.’” Among other things,
the Director of the agency is to: manage the agency as the central
depository within the State government for collection of data on
encrgy; prepare and adopt an emergency allocation plan specifying
actions to be taken in the event of an impending serious shortage of
energy; or a threat to public health, safety, or welfare; collect and
analyze data relating to present and future demands for resources
for all sources of energy; specily energy needs for the State and various
service areas as a basis for planning large energy facilities; require
certification of need for large energy facilities; evaluate policies govern-
ing the establishment of rates and prices for energy as related to
conservation; and charge other governmental departments and
agencies involved in energy related activities with specific information
gathering goals and require that those goals be met. The California
Legislature created a State Energy Commission through legislation
that requires: (1) that accurate energy demand forecasting be obtained
upon which to base decisions; and that an assessment of long-term
encrgy problems and alternatives (including the related area of di-
minishing resources) be submitted to the Governor and the Legislature
on a continual basis for action; (2) that certain energy conservation
measures be instituted (e.g., building design features such as insulation
standards, appliance efficiency standards and power generation
station efficiencies); (3) institution of a research and development
program for energy sources uniquely suitable for California (e.g.,
solar and geothermal) and funded through a users mill tax; (4)
minimum-stop shopping for siting of power plants; and (5) creation
of certain limited emergency energy procedures.’® Another law requires
the State Energy Commission to create a comprehensive oil industry
monitoring system.

In order to provide alternative energy sources, the Arizona legis-
lature directed the Arizona Power Authority to encourage activities
relating to production of electric power from solar, nuclear, or geo-
thermal sources and to acquire public property for use in such devel-
opments. The Illinois legislature authorized the sale of $70 million in
State bonds in order to finance coal gasification plants and other
coal development projects. The Florida Legislature directed the
Board of Regents to develop by March 1, 1975, a plan for a solar
energy research development and information center.

1n Y. 8. General Accounting Office. Energy Conservation Practices Being Encouraged
by State Utility Commissions and Public Utilities. (Report B-178205, Aug. 15, 1974)
(mimeographed) Washington, 1974. pp. 10-11.

18 Minnesota, Ch. 307, Laws of 1974.

12 California, AB 1575, Laws of 1974,

4 California, SB 1479, Laws of 1974.
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" The dévelopment of energy-conserving buildings was encouraged in
Florida by legislation which requires an analysis of the life cycle costs
of all buildings to be constructed or leased for use by the State which
contain more than 5,000 square feet of area.® The New York Legis-
lature expanded the membership of the State’s Building Code Council
to include an energy expert who will be recommended by the Public:
Service Commission.’® The bill directs the New York Building Code:
Council to prepare an energy efficiency construction code. It is es—
timated that such a code could generate energy savings .as high as
50 percent. in some large commercial buildings. ' :

The search for alternatives to foreign oil has focused on new do-
mestic energy sources, such as oil shale, much of which is located in
sparsely populated, undeveloped areas. In order to alleviate the dis-
locations that might result from ripid development in these areas,
the Colorado General Assembly enacted legislation providing that
all moneys from sales, bonuses, royalties, leases and rentals of oil
shale lands received by the State shall be deposited by the Treasurer
into a special fund for subsequent appropriation by the General
Assembly.”” Such appropriations are to go to State agencies, school
districts, and political subdivisions affected by the development and
production of energy resources from oil shale lands, primarily for use
in planning for and providing facilities and services necessitated by
such development and production. o

Laxp-UsE PLANNING ASSISTANCE

During 1974 the 93rd Congress became the second Congress in
which significant land-use planning assistance legislation was ap-
proved by Interior Committees of the House and Senate, but failed
to be enacted. The Senate bill, S. 268, passed in 1973; the House bill,
H.R. 10294, was reported favorably from the Interior Committee,
but by June 1974, had been effectively killed by a procedural vote in
the House. o

The significance of land-use planning policies and assistince was
acknowledged widely during the hearings on the measure "held in
1973. In 1974, in reporting on the measure, the House Interior Com-
mittee report stated:

Land use planning has been viewed as the product of the environmental ‘‘rev-
olution’’——the need to bring the living habits of man more into conformity with his
diminishing natural habitat, the land. It is that. But what we also have, come to
realize is that, in the long term, land use planning is perhaps the most significant
public policy step that can be taken to influence burgeoning growth patterns that
since the end of World War II have been largely responsible for, among other
things, a depletion of the nation’s energy resources.!s CL oo

~ In discussing the need for this legislation the Committee went on to
say . ' o

It is the view of the Committee that there is today a pressing need for early
enactment of legislation designed to assist State and local governments to im-
prove their land use planning. Many States have embarked on such pfogrdms, bub
substantial encouragement and additional funding are necded if the effort is'to be

16 Florida, HB 3649, Laws of 1974,

18 New York, AB 11519, Laws of 1974.

17 Colorado, HB 1046, Laws of 1974. BTt s e

18 .S, Congress. House. Committee on Interior and Insular Affairs. Land Use Planning
Act of 1974 ; Report to accompany H.R. 10294, Washington, U.8. Govt. Print. Off.,, 1974.
(93rd Congress, 2nd session. House. Report No. 93-798). p. 23.
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effective—and in time to prevent further examples of urban sprawl, mislocated
jetports, and superhighways leading into congested areas that do not need an
added burden of motor vehicles.

This view is shared by the Executive Branch, the State, and the counties. It was
voiced by virtually all of the witnesses who appeared before the Committee over
the past two and a half years.!?

The land-use planning assistance legislation would establish a
Federal grant program making financial assistance available to States
for development and implementation of State-level land-use planning
programs. Participation in the grant program would be voluntary, and
Federal review of State land-use programs would not focus on sub-
stantive policy, but on whether the State has authority to develop and
implement its program and whether it is making good faith efforts to do
so. This is in accordance with the major purpose of the proposal—to
encourage and facilitate better and more effective land use decision-
making at State and local levels, but not to provide new land use
authority at the Federal level.

States seeking continued land-use planning grants would be required
to develop a statewide planning process within three years, including a
data and information base, adequate funding, competent staff, and an
appropriate agency to coordinate planning at the State level. Within
five years, a land use implementation program must be developed by
the recipient State which would focus on four categories of critical areas
and land uses of more than local concern. These categories are (1)
those of critical environmental concern, such as prime agricultural
lands, flood plains, or wetlands; (2) key facilities, such as airports, or
highway interchanges; (3) development and land use of regional im-
pact; and (4) large-scale development exemplified by major subdivi-
sions or industrial parks. All of these four categories involve areas or
uses censidered to be of State-level interest because decisions concern-
ing them have impacts on citizens, the environment, the economy, or
social needs beyond the jurisdiction and interests of the local zoning
body or decision-makers. ‘ _

The need for legislation dealing with this very pressing concern
is likely to increase, not diminish, virtually assuring that land-use
will again be a top priority issue in 1975. )

Land-Use Planning Requirements in Flood Control Legislation

Some land-use requirements were enacted into law as part of the
Flood Disaster Assistance Act of 1973 (P.L. 93-234) which became
law on the last day of 1973. This law expands the scope of the National
Flood Insurance Program, making available greater amounts of sub-
sidized insurance to property owners in-flood plains; but of greater
importance to development questions, the Act institutes land-use
requirements for communities which participate in the insurance
program, and provides sanctions against those who do not take part
1n 1t.

Flood-prone communities are required to adopt flood-plain manage-
ment ordinances which are consistent with land-use guidelines issued
by HUD. Communities which do not enter the program will lose all
Federal financial assistance otherwise available to them for construc-
tion activities and all construction-related loans and mortgages from

» Ibid., p. 26.
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Federally regulated lending institutions in those areas classified as
flood-prone. The land-use requirements to which the communities
must conform are designed to minimize flood-related damage, such
as construction setbacks from flood-hazard areas, or design of elevated
structures.

Ezecutive Branch Land Use Organization

The importance of land-use planning and activities continued to be
reflected in actions of the Executive Branch. In 1973 the Department
of the Interior established an Office of Land Use and Water Planung;
in 1974, the Environmental Protection Agency acknowledged the
growing links between its activities in pollution control and related
fand use regulations by establishing two land use offices.

In April the Office of Transportation and Land Use Policy was
established in EPA’s Administration for Air and Waste Management.
Its mandate is to deal with policy development and management of

-implementation for those EPA regulations which relate to transporta-

tion and community impacts on land uses. Among its duties, this
office develops guidelines and regulations for transportation control
plans and indirect source review following from the Clean Air Act
(these are discussed below under ‘‘air pollution”).

In July, EPA Administrator Russell Train announced formation
of an agency-wide Land Use Office. This office will coordinate the
various statutory activities within EPA which have impacts on State
and local land use decision-making, in areas such as air, water, and
‘noise pollution control. o

‘The office is to serve as liaison with State and local governments
and where necessary, will provide assistance in integrating national
environmental standards into their land use decisions. However, EPA
statements on the functions of this office take pains to make clear
that the Federal functions are not intended to usurp any of the tradi-
tional responsibility for-land use decisions which resides at-the State
and local levels. : : R

State Land Use Actibns

A 1974 survey of State land use legislations reported that ‘“State-
wide land use planning measures in 1974 fell by the wayside in state
-after. state in the wake of the defeat of federal land use planning
assistance legislation.” 2 However, four States—Colorado, Maine,
Maryland, and North Carolina—did enact major land use legislation
.and fourteen other States enacted legislation that related to land use.

Several reports released in 1974 documented the State land use
record to date 2! and set out various options for future policies. The
American Assembly spotligchted the major role that the States must
play in land use regulation, and recommended that the States enact
legislation similar to the National Envirenmental Policy Act in order
to establish a systematic framework for goals and regulatory capac-
ity.2? The Council of State Governments examined the intergovern-

20 Eighteen State Legislatures in 1974 Epacted Land Use Related Laws. Land Use Plan-
ning Reports, v. 3, January 6, 1975 : 6-8. .

2f Coffin, James B., ed. A Summary of State Land Use Controls. Report 2. Washington,
Land Use Planning Reports, 1974. 58 p. The Council of State Governments. Organization,
Management and Financing of State Land Use Programs. Lexington, Ky., 1974. (Land
Use Policy and Program Analysis, No. 3.) ..

23 T,and Use in Awmerica Was American Assembly Theme. National Civie Review, v. 63,
September 1974 : 426427,
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mental structure of land use planning and management, and identified
the following as the most difficult issues in this area:?® “To what
extent, if any, should state governments supplement or replace their
political subdivisions in-exercising state constitutional authority to
control land use? How can broadening of development considerations
be reconciled with the concept of local home rule? How can questions
of more than local concern be identified? How can state activities
with profound effects on land use be coordinated and rationalized?
How can the significant federal interest, as expressed by both develop-
ment programs and ownership of land, be recognized?” In another
report, the Council defined land resource management as “the for-
mulation of policies relating to the general use of land, the preparation
of land use plans reflecting these policies, the coordination of efforts
relating to land rescurces among state agencies and between various

Jevels of government, and the administration of programs and imple-

mentation of mechanisms in support of the policies.””  The tools that
a State may use in implementing a land resource management pro-
gram include the following:

(1) Tax policies, implemented by means of tax assessment,
incentives, deferrals, and special levies.

(2) Facilities control, exercised by a sliding scale of fiscal sup-
port for public facilities depending on their location or by regulat-
ing the location of public facilities upon which land development,
is so dependent.

(3) Police power, including issue analysis and action as problems
occur; State criteria or guidelines for local zoning; State or regional
review of local planning and zoning; State control over critical
areas (wetlands, etc.); State control over lands above a minimum
acreage; State control over lands uncontrolled by local govern-
ment; or statewide planning and zoning.

(4) Rights-less-than-fee-stmple, such as easements, acquisition
of development rights and covenants, all of which can be used to
supplement any of the above mentioned tools.

Housing anp CommuNiTy DEVELOPMENT AcT oF 1974

The Community Development Block Grant System in Title I of the
Housing Act involves two environmental concerns. First, it con-
solidates the bulk of categorical grants from the Department of
Housing and Urban Development (HUD) into the single block grant
system in which just one application is required for funds which can
be applied to any of the former categorical programs. The programs
that are consolidated include those which most directly affect the
urban environment: urban renewal, open space grants, and water and
sewage facilities grants. This provides for flexible use of the funds,
and may substantially alter the proportion of HUD funds used for
these environmentally related purposes by the recipient communities.
The actual effects cannot be known before the Act is in operation for
some time, however. The Act specifies in the application and review
requirements in Sec. 104, that grants applicants must have a three-

2 The Council of State Governments. Intergovernmental Relations in State Land Use
Planning. Lexington, Ky., 1974. p. 1. (Land Use Policy and Program Analysis No. 1.)
24 The Council of State Governments. The Land Use Puzzle. Lexington, Ky., 1974. p. 6.




103

year' commmunity development program which identifies the com-
munity’s development needs, describes a strategy for meeting them,
and formulates a program which outlines the activities to be under-
taken in this regard, “taking into account appropriate environmental
factors.” '

o Enwvironmental Impact Statements

The second environmental issue addressed in the Act is the prece-
dent-setting delegation of authority to the local applicants to perform
the environmental impact statement requirements of the National
Environmental Policy Act (NEPA). The NEPA requires that Federal
agencies must prepare environmental impact statements on any of
their activities which significantly affect the environment. In the case
of the consolidated categorical grants, the new Housing Act removed
HUD from direct decisions on specific projects, and thus put HUD
several steps away from evaluating environmental impacts. Thus, for
the block grant projects (not for any other HUD programs) the
NEPA requirements are now to be fulfilled by the applicants, who are
directed by HUD regulations to follow the procedures established by
HUD for envircnmental assessments.? Certification by the applicant
that he has followed these procedures will be deemed fulfillment of
NEPA requirements; no review by HUD is planned of the procedures
-actually followed, unless an applicant is challenged on the basis of
environmental procedures. No such delegation of authority under
NEPA has previously been made.

One of the objectives of the consolidation of grants was the reduction
of “red tape” which local governments had to go through in order to
-get financial assistance. The NEPA delegation removed a layer of
processing at the Federal level, but created a weighty new respon-
sibility for the local units. They must now accept the responsibility
for assessing environmental impacts for each of their projects, in
conformance with Federal law, and they must be legally responsible
for defending their procedures if challenged in court. Few of the local
applicants have a body of expertise already available in environmental
areas, and the adequacy of their performance under this new respon-
sibility cannot easily be predicted. Substantial amounts of the funding
available to them may have to be devoted to the environmental
impact function.

A recent survey of the use of environmental impact statements at
the State level found that since 1970 21 states and the Commonwealth
of Puerto Rico have adopted requirements similar to those set forth
in NEPA.% The report notes that: &

To date, implementation of the state programs has moved slowly, and the
visible benefits are still limited. Considering the very limited funds and staff
allocated to implement the requirements, most state agencies secem to be putting
forth a good effort. In the Council’s view the state impact statement process has
great potential. Statements prepared by state agencies and lo¢al governments
usually cover projects that are not within the reach of the Federal impact state-
ment process. In addition, statements prepared by state agencies and local govern-
ments may prove to be more responsive to local needs that the Federal statements

25 39'Féderal_‘Régister 36554, Oct. 10, 1974,

26 .8, "Council on Environmental Quality. Environmental Quality; - the Fifth Annual
Report. Wﬂshi}%gt‘on; ‘U.S. Govt. Print."Off., 1974, pp. 401-409, 421-426. .

27 Ibid., p. 402.

56-390—75: 8
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have been. Integration of a state EIS process into a state’s decisionmaking will
take some time. Apart from the problem of resource constraints, many states have
no tradition of providing detailed documentation and analysis to assist decision-
making. Hence, the impact statement process has created uncertaintics on the
State loevel which do not exist at the Federal level. One major question with which
states have been grappling is how the EIS should be used: Is it to be a policy
tool or solely a means to document the impact of an individual project? This issue
can be resolved, but where it remains unsolved, the integration of the EIS process
into many state programs has been delayed.

In 1974 environmental groups brought a number of cases under the
National Environmental Policy Act (NEPA),® to compel federal
agencies to prepare environmental impact statements for various
projects. The District Court for the District of Columbia has ruled
in favor of environmental groups in several significant cases. The
court held that the Atomic Energy Commission must file an environ-
mental impact statement regarding the export of nuclear generating
equipment and nuclear fuels.® ‘

The Interstate Commerce Commission is required to file a NEPA
impact statement on proposed rail freight increases to determine if
those increases discriminate against recyclable materials.® And, the
Department of Agriculture must comply with NEPA provisions by
filing an environmental impact statement covering its proposed
increases in National Forest timber sales for Fiscal Year 1974.%

As a corollary to the above cases the district court in Simmons v.
Grant?® held the NEPA requires the Soil Conservation Service to
prepare a “‘negative declaration” of a channel improvement project’s
impact on the environment.

In two noteworthy cases district courts have held NEPA impact
statement provisions not to apply to certain situations. In Gulf Oil v.
Simon,® the Administrator of the Federal Energy Office was held
exempt from preparing a NEPA impact statement in conjunction with
the issuance of mandatory crude oil allocation regulations because such
preparation would hinder the time limitations imposed by the Emer-
gency Petroleum Allocation Act of 1973. The Massachusetts District
Court, in Wilson v. Lynn* denied plaintiff’s motion to enjoin. a
Housing and Urban Development urban renewal project for failure to
file an environmental impact statement. The court held that where the
project involved only rehabilitation of existing residential dwellings
which would reduce rather than increase the area’s population density
no environmental impact statement was required since the project
would not significantly affect the quality of human environment.” #

In Bozung v. Lafco,® the California Court of Appeals held that the
California Environmental Quality Act requires an environmental
impact report in conjunction with annexation by a city of a 677-acre
tract of agricultural Jand with residential and commercial development

23 42 U.S.C. 4321 et seq. .

2 Sierra Club v. Atomic Energy Commission, 6 ERC 1980 (D.D.C. 1974).

0 Serap v. United States, 6 ERC 1305 (D.D.C. 1974).

3 Natural Resources Defense Council v. Butz, 6 ERC 1895 (D.D.C. 1974).

22 ¢ BERC 1224 (D.8.D. Tex. 1974).

=6 BRC 1565 (D.D.C. 1974).

3 ¢ ERC 1648 (D. Mass. 1974).

35 However, a court enjoined HUD from approving a developer’s Statement of Record
and Property Report for a planned development, where no impact statement was filed and
where the development would threaten the environmental quality of the Illinois River
Basin. Scenic Rivers Association v. Lynn, 7 ERC 1172 (D.E.D. Okla. 1974).

36 6 ERC 1369 (Cal. Ct. App. 1974).
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of the parcel to follow. Since the project “may have a significant effect
on the environment’ an environmental impact report must be
prepared.

The Michigan Environmental Protection Act was the first state
statute to provide for citizen suits to enjoin actions that may threaten
the state’s natural resources. In 77-Cities Environmental Action
Council v. Reenders” a Michigan Circuit Court upheld the con-
stitutionality of the citizen suit provision stating that it is not an
unconstitutional attempt to delegate legislative authority to the
judiciary.

Warer Porrurion CoxTrROL

Federal involvement in assuring water quality in the nation moved
into a new area in 1974, with passage of the Safe Drinking Water Act
(P.L. 93-523). Before the enactment of this legislation, the Federal
concern in protecting safety of drinking water was focused only on
preventing the spread of communicable diseases in interstate com-
merce. The national drinking water standards, last revised in 1962,
were directed at water supplies on interstate carriers, such as buses,
planes, trains, and ships. However, in recent years, despiie existence
of drinking water standards in most States, serious deficiencies in
safety of drinking water supplies have been documented in widely
scattered areas of the Nation. : ‘

The Safe Drinking Water Act, which became law on December 16,
1974, is the culmination of four years’ effort by Congress to develop
a program to remedy the lack of national standards in this area of
concern. The provisions of this legislation apply uniform minimum
standards for drinking water quality to all urban and rural areas.

The EPA is required by the Act to prescribe national primary
drinking water standards, designed to protect health to the maximum
feasible extent. The States are given primary enforcement responsi-
bility, provided they have adopted  drinking water regulations ‘as
stringent as the national standards, and have adopted adequate
procedures for enforcement and monitoring of public drinking water
supplies. In cases where the States fail to adopt adequate drinking
water standards or enforcement measures, EPA would have authority
to enforce regulations or grant variances where practicable. Emergency
allocation authority for chlorine is provided by the Act, where this
might be necessary for localities to obtain the necessary amount for
drinking water safety. .

Also in 1974, two laws were enacted to renew the water pollution
control program and extend the authorities in the 1972 Act (P.L.
93-324 and P.L. 93-592, respectively). ’

Court Actions on Water Pollution Control

Two court cases in 1974 dealt with the scope of authority of the
Environmental Protection Agency (EPA) under the Federal Water
Pollution Control Act. In Colorado PIRG v. Train*® the Tenth
Circuit Court of Appeals ruled that the EPA, not the Atomic Energy

8 6 ERC 1600 (Mlie, Cir. Ct. 1974).
8 ERC 1177 (10th Cir. 1974).
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Commission, has the authority to regulate the discharge of radioactive
materials into the nation’s waters. The appeals court decision reversed
the lower court’s ruling and nullified an agreement between the
EPA and the Atomic Energy Commission by which the Atomic
Energy Commission would retain exclusive control over radioactive
emissions. -

In United States v. Ashland 0il *° the Sixth Circuit Court of Appeals
construed the Federal Water Pollution Control Act to include federal
authority to control pollution in non-navigable tributaries of navigable
streams. A narrow reading of the term “navigable waters’” said the
court, would violate the intent of the Act and ‘‘turn a great legislative
enactment into a meaningless jumble of words.” ** This was the first
circuit court decision on the issue of whether Congress intended to
expand the traditional meaning of “navigable’” waters when it enacted
the Federal Water Pollution Control Act. If the Sixth Circuit Court’s
decision is followed by the other circuit courts, it could enhance the
Government’s ability to deal with oil spills which frequently occur in
waters not traditionally defined as navigable.

In the latest in a series of recent decisions on impoundment of
federal funds, New York City v. Trawn,® the District of Columbia
Court of Appeals affirmed a lower court’s summary judgment holding
that the EPA must allot, under section 205(a) of the Federal Water
Pollution Control Act, the entire amount appropriated under the
Act for 1973 and 1974.

AR QUALITY: IMPLEMENTATION

The Clean Air Act Amendments of 1970 continued in 1974 to be
the focus of extensive, complex, and often controversial implementation
proceedings. In particular, the interrelationship between the pursuit
of clean air and provision of energy needs was a topic of debate and
action, resnlting in the Energy Supply and Environmental Coordina-
tion Act of 1974 (P.I.. 93-319) which became law on June 22. This
law made a number of modifications and changes in the original 1970
Clean Air Act requirements and deadlines.

Among the authorizations of the 1970 Act is the use of land use
controls to aid in achieving air quality standards which EPA has
promulgated. This includes review of siting of new sources of air
pollution, including “indirect’’ sources which do not produce pollution
themselves, but attract pollution-producers, like automobiles or
airplanes. .Planning to maintain standards in areas of new growth is
also required.

On July 9, 1974, final regulations were published by EPA for review
of these mdirect sources. They require review of the following cate-
gories of construction or development: (1) highways and roads, (2)
parking facilities, (3) retail, industrial and commercial facilities, (4)
recreation, amusement, sports and entertainment facilities, (5) air-
ports, (6) office and government buildings, (7) apartment and condo-
minium ‘buildings, and (8) education facilities. The size of a project
which must-be reviewed depends on whether the project would be

®» ERC 1114 (6th Cir. 1974).
O ERC at 1119, .
46 ERC 1177 (D.D.C. 1974). The United States Supreme Court on November 12, 1074,

heard oral arguments in the consolidated cases T'rain v. New York City, supra, and Train

v. Campaign Clean Water, 6 ERC 4th Cir. 1973).
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located in a metropolitan area of 50,000 or more. In the Standard
Metropolitan Statistical Areas (SMSA), an indirect source with
associated parking for 1,000 or more cars must be reviewed; outside
SMSAs, the size of an indirect source which must be reviewed is
doubled.

Proposals for transportation controls, most notably parking sur-
charges or bans, and other methods of discouraging or preventing usage
of autos in city transportation patterns, in order to implement the air
quality law led to a great dealpof controversy. This was among the
measures modified by the Energy Supply and Environmental Coor-
dination Act (ESECA).

This law posed major problems for the future of the clean-up efforts
under the Clean Air Act. It made these modifications of the law:

(1) It authorized EPA to grant temporary suspensions of State
pollution emission limitations and deadlines in cases where conversion
to coal is required due to fuel shortages. Suspensions are not to be
granted however, where a determination is made that this would
jeopardize primary air quality standards which are designed to protect
human health. _

(2) State air quality implementation plans were to be reviewed to
determine whether they could be revised to increase use of high sulfur
fuels’ without endangering health. Such changes were to be at the
discretion of the State. ' :

(3) Automobile emission reduction schedules set forth in the Act
were delayed by one to two years for different pollutants.

(4) Finally, the indirect source review for siting conformance to
air quality needs and the transportation controls were modified,
including pre-construction review of the indirect sources.* Regulations
for management of parking supply were delayed for a year, and then
indefinitely, to allow for completion of EPA rule-making, and to
conform to further restrictions contained in P.L. 93-563, EPA’s
appropriations for fiscal year 1975. Sec. 510 of the latter forbade
any funds appropriated for EPA to be spent on implementation of
parking-management programs. Finally, the ESECA voided federally
imposed parking surcharges as part of regulations promulgated by
EPA for some half of the areas designated as requiring transportation
control plans.

Other important EPA actions during 1974 included final regulations
to prevent significant deterioration of air quality.** These limit to
moderate incremental increase in pollutant levels those areas of
States cleaner than the most stringent national ambient standards
for sulfur dioxide and particulates. The limits are linked directly to
siting policy concerning 18 categories of major industrial and energy
pollution sources. For these, pre-construction permits are required,
which necessitate use of best available control technology.

Court Actions on Air Quality

The Clean Air Act authorizes the Environmental Protection
Agency to review State Clean Air Act Implementation Plans and
where such plans are found to be inadequate the Environmental
Protection Agency is required to promulgate a plan of its own for

42 39 Federal Register, October 15, 1974.
42 39 Federal Register 42509—42517, December 5, 1974,
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the state. In the Commonwealth of Pennsylvania v. Environmental
Protection Agency,** the Third Circuit Court of Appeals held that this
requirement is a valid exercise of federal commerce powers which
does not unconstitutionally infringe upon state sovereignty.

Section 118 of the Clean Air Act Amendments,* requires all federal
agencies which are engaging in activities that may result in the
discharge of air pollutants to comply with federal, state, interstate
and local pollution control abatement requirements to the same
extent that any person is subject to such requirements. There is
currently a split in the circuit court. regarding the extent to which
federal facilities must comply with the state and local pollution control
requirements. : :

The first court of appeals decision construing section 118, Kentucky
ex rel Hancock v. Ruckelshaus,** held that federal facilities must comply
only with substantive state requirements and not with procedural
requirements, such as permit schemes. However, in a more recent de-
cision, Alabama v. Seeber,* another circuit court held that the Ten-
nessee Valley Authority and the United States Army must comply
with the permit requirements of the Alabama implementation plan
before operating installations in that state. According to the fifth
circuit court, the Congressional intent behind section 118 requires that
federal facilities be treated on an equal basis with private facilities
under the Clean Air Act. In refuting the defendants’ argument that
subjection of federal facilities to state permit requirements would be
unduly burdensome, the court cited the provision contained in section
118 which allows the President to exempt a federal facility from any
state requirement if the burden becomes excessive.

The implications of split of authority between the fifth and sixth
circuit courts are not limited to air pollution. Section 313 of the
Federal Water Pollution Control Act Amendments of 1972,* and
section 4 of the Noise Control Act of 1972,* both contain identical
language to section 118 of the Clean Air Act. Thus a final determina-
tion by the Supreme Court will be needed to settle this issue.®

The California Supreme Court ruled in Clean Air Constituency v.
Air Resources Board ' that the energy crisis is not a sufficient reason to
delay installing pollution control devices on automobiles in that State.
The California Air Resources Board has the authority to delay the
required installations only for “extraordinary and compelling”
reasons.”” ¥ The legislative history of the Air Resources Act, ac-
cording to the court, “made clean air a higher priority than the concern
for fuel consumption, the problem of rising costs in transportation, or
the economics of the automobile industry.” 5 Thus, the court con-
cluded that delay to accommodate the energy crisis is not an “‘ex-
traordinary and compelling”’ reason, and the court issued a writ of
mandate compelling implementation of the clean air legislation.

4 6 ERC 1769 (3rd Cir. 1974).
4542 U.8.C. 1857 f.
4 4 BELR 20484 (6th Cir. 1974),
474 ELR 20793 (5th Cir. 1974).
4833 U.8.C. 1323,
4942 1,8.C. 4904,
%0 On September 3, 1974 petition for certiorari was filed in the Supreme Court for the
case of Kentucky v. Train, supra.
51 6 ERC 1945 (Cal. 8. Ct. 1974).
62 Cal. Health & Safety Code 39175 et seq. (West 1973).
© 6 ERC at 1901,
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Sorip 'WasTE

In 1974, the 93rd Congress adjourned without taking significant
action in the area of solid waste, although it had been expected that
this Congress would bring about broad revisions. Early in 1973, the
Administration had urged the virtual abandonment of the e‘nstmw
Federal program of assistance to states for planning of solid waste
strategies. Solid waste activity at the Federal level would center on
the disposal and handling of hazardous wastes.- The elimination of
resource. recovery demonstration programs was proposed, on the
grounds that all feasible . technologies had already been demon-
strated. The Administration also urged abandonment of areawide
solid waste planning grants, with the arsument that most local govern-
ments lacked authority to implement the plans, and that most plans
were completed anyway. Although this Administration proposal was
introduced and considered -along with other solid waste revisions, it
did not receive any favorable action by Congress.

The House bill, which was under consideration in 1974, would have
followed the pattem of air and.water legislation, estabhsbmo require-
ments for State solid waste plans to be prepared pursuant to guldehncs
issued by EPA. EPA would, be directed to set.standards for major
new sources of solid wastes to assure that the best available technology
is employed to reduce the amount and toxicity of wastes genemhed
Senate bills included ‘proposals for mandatory deposits for beverage
containers, Federal standards and regulations, statewide solid Waste
programs, grants for facilities, Federal procurement of recycled
materials, and enforcement provisions against such things as open
dumping and open burning.

However the’ House and Senabe committees both concluded that
sufficient time was not available in the 93rd Congress to resolve dif-
ferences of the various approaches. The congress ended with another
extension of the existing Resource Recovery “Act of 1974.

State Solid Waste Activities

State and local governments have a wide variety of options from
which to choose in designing a solid waste management system suited
to the need and circumstances of each ]unsdlcmon These include:®

(1) The State government may provide services to local governments and
private enterprise in the development of improved solid waste systems. -

(2) The State government may provide special educational services to local
governments and private enterprises involved in solid waste service delivery.

(3) State government may conduct research in solid waste management
problems and make its findings available to local governments and private
enterprise.

(4) State government officials and agencies may give advice and ipformation
to local governments or private enterprise developers and operators of solid
waste delivery systems.

(5) State government may regulate the development and operation of solid
waste delivery systems as means of protecting the public health and Io cal environ-
ments by requiring construction and operating permits, followed by an in-
spections system.

(6) State government may utilize its control capabilities to subsidize the de-
velopment of regional systems through financial incentives or through direct
financial, administrative, and technical assistance.

& The Council of State GovPrnments Our Eﬂiuent Society : The States and Solibd Waste
Management. Lexington, Ky., 1974, pp. 2
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(7) Both solid waste delivery systems and their regulation may he supported
through intergovernmental fiseal transfers, which may involve all three levels
of government: Federal, State, and local.

(8) State or local governments may own and operate the solid waste delivery
service outright.

A number of these options were adopted by State legislatures in new
legislation in 1974. The Pennsylvania General Assembly established
a revolving loan fund to be administered by the Department of En-
vironmental Resources. The fund will partially finance new solid
waste handling projects, with an emphasis on resource recovery
techniques.® The Wisconsin Legislature created a solid waste recycling
authority as a nonprofit public corporation with the authority to
acquire, construct and operate solid waste reclamation facilities.®
The authority may contract debt up to $16,500,000. The authority is
directed to establish recycling regions throughout the State, and is
given extensive authority to coordinate the entire solid waste program
within the State, including acquisition of sites, requiring participation
in and contributions to the program, encouraging the recycling of
waste, and cooperating with the State, municipal, and private solid
waste programs. The Michigan Legislature established a State Re-
source Recovery Commission in the Department of Natural Resources,
and di7rected it to develop a State solid waste plan within three
years.’

After the plan is approved, the Department of Natural Resources
may (1) enter into agreements with local units for waste management
services; (2) provide for the planning, design and financing of waste
facilities to implement local plans conforming with the State plan;
and (3) acquire, finance and construct Statc waste management
projects in accordance with the State plan. The Connecticut General
Assembly provided for State aid to farmers for the establishment of
farm waste management systems, and required each municipality to
propose a local or regional solid waste management plan by January 1,
1975. The Florida Legislature directed the Department of Pollution
Control to develop statewide guidelines for solid waste disposal.

Oregon in 1972 enacted legislation which requires deposits on non-
returnable beverage containers and bans containers with disposable
“pull tops.” *8 The legislative purpose of this bill is to cause bottlers
to package their products for distribution in Oregon in returnable,
multiple-use deposit bottles s0 as to reduce litter and solid waste and
to help prevent injury to people and animals due to discarded “pull
tops.” In American Can v. Oregon Liquor Control Commission * the
Oregon Court of Appeals upheld the statute against challenges by
the beverage industry that it interfered with Federal authority over
interstate commerce and violated due process and equal protection.
The Court stated that legislation may be designed to protect not only
the economic but also the aesthetic and environmental well-being of
its citizens. The court found the bottle bill also to be in harmony with
Federal law; Congress has assigned to local governments the primary
task of coping with the proliferation of packages of consumer products

55 Pennsylvania, Act 198, Laws of 1974,
% Wisconsin. Ch, 503, Laws of 1974,

57 Michigan, ESB 945, Laws of 1974.

5% Ore. Rev. Stat., Sec. 810-890 (1973).
5 ¢ ERC. 1350, 517 P. 2d 691 (1974).
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which overburden solid waste disposal systems and litter country-
sides.®® Hence, Oregon’s bottle bill is a reasonable attempt to deal
with problems of legitimate State concern.

OrEN SpaceE AND REcrEATION FacILIiTIES

The need for greater open space and recreation facilities in urban
areas continued to be an issue of considerable concern in the second
session of the 94th Congress. In the closing days of 1974, the Cuyahoga
Valley National Recreation Area, an urban-area park between Cleve-
land and Akron in Ohio was established. The debate on this measure
established the fact that it set a precedent for Federal management
of urban-oriented recreation facilities, something which in the past
has been exclusively a local-government concern. The National Recre-
ation areas established over the past few years on the East and West
Coast, also close to urban areas, were described as ‘“demonstration’”
projects designed to show the feasibility of managing large park areas
near cities; and they were characterized as ‘“‘gateway’” projects,
serving areas of particularly high numbers of visitors because of the
coastal population densities, and because they are areas attracting
visitors from abroad. Thus these previous recreation projects near
-urban centers were not seen as establishing the same kind of precedent

that the Cuyahoga area does. .
" Acreage for the park was not specified, but it is to be under 20,000
acres, and more than 10,000 acres, the land to be acquired over a
period of six years. The Interior Department witnesses on the measure
opposed it, on the grounds that the major responsibility for develop-
ing outdoor recreation resources lies with State and local governments,
and that the Federal role should be limited to providing financial,
technical, and planning assistance.

Representative Skubitz supported the goals of the proposals—
providing needed recreational and open space—but outlined what he
saw as a questionable precedent being set:

We are now quite firmly establishing a pattern—and this bill is another step in
that process—of providing federally owned and operated recreation areas in and
near metropolitan areas—with a strong new criterion of putting parks where the

people are. . . . we must be aware that if the Federal Government provides such
park facilities for one urban area, why not for all urban areas of the country? o

However, Representative John Seiberling, the chief sponsor of the
bill, indicated that this measure begins to rectify the inequity of the
present system for the millions of taxpayers in the Midwest who live
great distances from any of the National Parks, but whose taxes pay
for these areas.

Year after year, members of the Ohio delegation vote money for great national
parks in California, in the Rockies, along our sea coasts. . . . We are going through
a great change in this country in driving patterns and in recreation patterns, and
in the use and misuse of our resources. . . . 1f we are going to treat all of the people
equitably, if we are going to have a continuing constituency for national parks
and outdoor recreation, then we are going to have to provide for the people in
our most populous urban areas, an outdoor recreation opportunity comparable to
that we have provided for those already located near some of our great parks. 6

6 Federal Solid Waste Disposal Act of 1965, 42 U.8.C. Sec. 325 (1970) ; cf.. Environ-

mental Quality Act of 1970, 42 U.8.C. Sec. 437 et seq. (1970).
6L Congressional Record, Daily Edition, Vol. 120, December 9, 1974, p. H11426.
62 Ibid., p. H11427. )
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In the final analysis, this legislation is a landmark in the evolution
of national park and recreation policies. Throughout the debate the
question of local capabilities for providing parks and open space per-
vaded discussion; and the issue of increasing both funding and urban
responsiveness in the Land and Water Conservation Fund was another
active legislative area. This fund, which provides grants for park and
open space acquisition to both Federal agencies and State govern-
ments, is authorized at the annual level of $300 million. These funds
are to come from the leasing royalties and bid funds from Outer
Continental Shelf oil and gas leases. The Administration has not sought
full funding of the program in several years, however.

The allocation formula for the States included a limit of seven
percent of the fund for any one State; forty percent is allocated equally
among the States, and forty percent 1s used by various Federal
agencies, such as the Park Service, to acquire land; the remaining
amount is apportioned on the basis of need to the States. Finally, the
issue of whether the Fund may be used by States to finance sheltered
(indoor) recreation facilities was at issue. .

A bill, H.R. 17346, was reported in the closing days of 1974, which
reflected consideration in both House and Senate Interior Committees.
It provided an increase in the Fund authorization to $450 million in
fiscal year 1976, $625 million the next year and $800 million in suc-
ceeding years. It would have increased maximum allocation to any one
State to 10 percent; would have made 75 percent of the Fund alloca-
tion to States available on the basis of need, thus making greater
amounts open to urbanized areas; and would have permitted 25 per-
cent of a State’s allocation to be used for sheltered facilities.

This measure was not considered on the House floor, however, due
to the press of time in the last days of the 93rd Congress. Thus these
issues remain active areas of concern for the 94th Congress.

. IssuEs IN IMPROVING THE ENVIRONMENT

The importance of natural resources and environmental concerns to
questions of national growth was highlighted in 1974 by the con-
tinuing efforts of the Federal government to deal with the energy
problems of the Nation. Reorganization of the Executive branch to
cope with energy problems by estabiishing the Federal Energy
Administration, the Energy Research and Development Administra-
tion, the Nuclear Regulatory Commission, and the Energy Rescurces
Council, was a focus of attention in dealing with the problem. However,
the creation of these entities did not solve the problem of coordination;
the fragmentation of government in dealing with energy continues,
and it is likely that further attention will be devoted over the coming
year to better government management of energy programs.

Energy policy as a whole, and specifically measures to reduce
dependence on 1mported fuels and increase domestic fuels are likely
to be central areas of concern both in Congress and the Administra-
tion over the next year.

Concern with energy availability will continue to create confron-
tations with conservation and environmental protection efforts; this
is a policy area of continuing, perhaps increasing, concern. It is
especially critical in the case of air quality protection efforts, in
surface mining regulation, and protection of ocean resources and
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environment in view of increased oil and gas leasing in the Outer
Continental Shelf. In each case, there are likely to be aggressive
arguments by mining and energy production industries against meas-
ures to protect non-energy resources at any cost whatever to fuel
availability.

The debate over land-use planning assistance is nearly- certain to
continue in Congress over the next year. The issue has been the focus
of controversy for the last two Congresses, and will probably continue
until some form of legislation is either passed, or definitively defeated.
+ These are areas-of controversy and debate which will continue into
1975. Other areas of environmental protection will continde to re-
ceive active attention, but are less likely to stir heated argument.
Among these is the solid waste legislation and renewal of noise con-
trol legislation, and a continuing interest in open space and park
legislation. o o :




Cuaprer VI. IMPROVING GOVERNMENT CAPABILITY

InTRODUCTION

The Congress recognized the importance of the capability of govern-
mental institutions 1 the Housing and Urban Development Act of
1970, when it included the following two items in its list of components
of a national growth policy:

Strengthen the capacity of general government institutions to contribute to
balanced urban growth and stabilization; and

Facilitate increased coordination in the administration of Federal programs

to encourage desirable patterns of urban growth and stabilization, the prudent
use of natural resources, and the protection of the physical environment.

At present, neither the Congress nor the Executive branch has yet
been able to establish mechanisms that are capable of improving the
analysis, understanding, and coordination of thousands of discrete
decisions and actions which impact on national growth and develop-
ment. However, in 1974 both the Congress and the Administration
took some initiatives that could serve as the precursor to the estab-
lishment of such mechanisms. The most significant Congressional
inititatives were the enactment of the Conclessmnal Budoet and
Impoundment Control Act of 1974, the Committee Reform Amend-
ments of 1974, and the Forest and Rangeland Renewable Resources
Planmng Act of 1974. The Administration continued its experimental

“management-by-objectives” plan, which seeks to coordinate the
goals and programs of the various Federal agencies.

Efforts to rationalize and coordinate Federal domestic assistance
programs by consolidating grants-in-ald and by streamling the ad-
ministration of the programs continued in 1974. General revenue
sharing was the subject of numerous evaluations, and positions began
to develop with regard to the extension of the program. New program
consolidation was authorized in the fields of commumtv development
and education. The Joint Funding Simplification Act of 1974 was
enacted with the goal of simplifying the administration of programs
funded by more than one agency, and ten Standard Federal Regions,
which were established as mechanisms for coordinating the field
operations of Federal agencies, were given formal standing by OMB
Circular No. A-105.

With the advent of general and special revenue sharing programs,
which devolve te State and local governments the I‘e;ponalblhu) for
administering many Federally-assisted programs, increased attention
has been given to the need for improving the managing and planning
capabilities of these governments. In 1974, both the Congress and the
Administration acted to improve Feder -al planning and technical
assistance to State and local governments, and efforts to improve the
quality and training of the State and local work force continued.

Much of the rcspons1b1htv for and authority to deal with problems
of urban and rural growth rests with the States. In recent years, the

(114)
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States have been responding to this challenge by strengthening the
tools with which the State can guide growth more wisely and by giving
focal communities greater powers to deal with growth and develop-
ment. This trend continued in 1974, although no State could be said
to have completely solved the intertwining problems generated by
the engery crisis, the economic crisis, and the heightened demands.
of the Nation’s citizens {for an improved quality of life in the com-
munity of their choice.

IaprOvING FEDERAL PoLicYMAKING MACHINERY
Congressional Initiatives

THE CONGRESSIONAL BUDGET AND IMPOUNDMENT CONTROL ACT

In 1974, the most significant action taken by the Congress to im-
prove its policy-making capability was the adoption, after two years of
intense effort, of the Congressional Budget and Impoundment Control
Act of 1974 (P.L. 93-334). This legislation creates new institutions and
new procedures designed to enable the Con_ress to:

(1) assure effective control over the budgetary process;

(2) provide for the determination each year of the appropriate level of Federal
revenues and expenditures;

(3) provide a system of impoundment control;

(4) establish national budget priorities; and

(5) provide for the furnishing of information by the executive branch in a
manner that will assist the Congress in discharging its duties.

The Act establishes a Budget Committee in each House, and a new
Congressional Budget Office. The main function of the latter is to as-
sist the Budget Committees by providing information on the budget,
appropriations bills, other bills authorizing or providing budget au-
thority or tax expenditures, and information on revenues, receipts,
estimated future revenues and receipts and changing revenue condi-
tions. This information will be used by the Budget Committees in
fulfilling the requirement that they report at least two concurrent
resolutions each year which would establish total levels of budget
authority and outlays, levels of outlays and authority by functional
categories, levels of revenues and debt, and the appropriate level of
surplus -or deficit. By reporting data by functional (program) cate-
gories, the Committees will enable the Congress to see clearly the
priorities assigned to the various functions—e.g., defense as opposed to
social services—and to decide whether or not to reorder those priorities.
The information on expenditures and revenues will enable the Congress
to relate the one to the other in order to create a comprehensive fiscal
package. A

The first budget resolution, due on April 15th, represents an alter-
native Congressional budget and, once approved, it will guide but not
bind Congress as it acts on measures providing budget authority for
spending on Federal programs. By the 15th of May, all authorization
bills are to be reported, and by a week after Labor Day final action
must be completed on appropriations bills. By September 15th, the
Budget Committees must report a second concurrent resolution which
will reaffirm or revise the resolution most recently agreed to. If there
is a discrepancy between the second resolution and the actions by
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Congress on appropriation bills, tax bills, and other legislation affect-
ing budget totals, a reconciliation resolution shall be passed by Sep-
tember 25th. This resolution directs the Clerk of the House and the
Secretary of the Senate to make specified changes in bills and resolu-
tions which have not been enrolled. These changes may affect spending,
entitlement, revenue, or debt legislation. Congress may not adjourn
until it completes action on the second concurrent resolution and, in
the event that it is required, the reconciliation bill.

If the new procedure works successfully, the Congress will be able
to take more initiative with regard to national priority-setting, rather
than simply reacting to the President’s budget. Furthermore, the
Congress will be more aware of the impact of individual appropria-
tions or tax decisions on other areas of the budget.

The Budget Act also strengthens the role of Congress in program
review and evaluation by establishing an Office of Program Review
and Evaluation within the General Accounting Office, and by charging
the General Accounting Office with the responsibility for assisting
committees with the evaluation of programs. The assistance is to
include the development of statements of legislative objectives,
methods for review and evaluation of programs, and the analysis of
program results. S ’ :

The ‘Act also provides for improvement and standardization of fiscal
and budgetary information. The need for better information in the
Congressional budget process was documented by a-General Account-
ing Office review of the extent to which cost-benefit data was available
to support budgetary information provided to the Congress. The report
concluded that although Congress has specifically indicated an interest
in more cost-benefit information and the Office of Management and
Budget has concurred in its desirability, little such information is
currently available which would be useful for Congressional review of
specific budget requests. The report recommended that OMB estab-
lish a firm' requirement for cost-benefit analysis for newly proposed
programs or those for which sizable increases are proposed and making
such studies is practical, and that OMB establish firm criteria as to
when studies should be required.!

The Budget Act also requires that, where practicable, budget infor-
mation is to be supplied to State and local governments. Under the
Act, committees are also directed to include an intergovernmental
impact statement in any committee report which recommends new
budget authority. The requirements should be beneficial to State and
local governments, as the information will help them to understand
and plan for the impact of Federal spending decisions on local econ-
omies and growth patterns.

The Act contains a procedure which will allow the Congress to act
on the merits of impoundment proposals. If the President wants to
cancel budget authority, he must submit a recission proposal. Unless
both Houses complete action on & recission bill within 45 days of
continuous session, the budget authority shall be made available for
obligation. If the President wants to delay the spending of budget
authority, he shall submit a deferral proposal. The deferral remains in

1U.8. General Accounting Office. Civil Agencles Make ILimited Use of Cost-Benefit
Analysis in Support of Budget Requests: Report to the Congress by the Comptroller
General of the United States. (Washington) 1975. (B-115398, Jan. 14, 1975), 22 p.
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effect, unless either House of Congress passes an impoundment reso-
lution disapproving the proposed deferral. In early 1975, this power
was used for the first time, as the Senate passed a lesolumon (S. Res.
23) to deny the President’s deferral of $50 -million in 1‘1 75 701
planning funds.

COMMITTEE REFORM AMENDMENTS OF 1974

Another major accomplishment in improving Congressional policy-
making procedures and institutions was the passage by the House of
H. Res. 988, the Committee - Reform Amendments of 1974. This
reform measure made some changes in committee jurisdiction and
responsibility, but the most extensive changes related to procedures.
Organization of the House is now permu;t;ed prior to the start of each
new Congress, with the House to meet in election years between
December 1 and 20 for this purpose, thereby assuring that the new
Congreas will get off to & Qmoother start.

Several provisions of the resolution deal with the informational
needs ‘of the Congress. -A House Commission on- Information and
Facilities is established to. carry out studies of House needs for in-
formation and for administrative services and facilities. A new Office
of Legislative Classification.is created to develop a cross-reference
system linking authorizations, appropriations, committee jurisdic-
tion, and agency programs.to basic statutes. An Office of Law Re-
vision Counsel is created to keep current, revise, and codify U.S.
laws. Finally, the resolution requires the Congr essional Research
Service to prepare a factual'summary, not to exceed 100 words, of all
House bills and to'have the suminaries prlnted in the Oongresswnal
Record and the Digest of Public Bills. '

“The Committee Réform Amendments: strengthen Congressmnal
oversicrht procedures in several ways. The Committee on Government
Operatlons is authorized to look mto any subject area, and a summary
of its findings may be included in the reports of other committees:
Furthermore, the Committee is required to submit an oversight’
réport-to the House after consultation with appropriate representa‘-
tives of the other committees. The report is to be submitted to the
House within 60 days after the convening of a new Congress, and is-
to help coordinate the oversight activities of the various committees.
All comimittees with more than 20 members are required to establish a-
separate subcommittee on oversight, or to require each subcommittee '
to perform this function in its area of jurisdiction.

In order to provide the basis for more thoughtful look at the pos-
sible impacts of new legislation, each committee is to include a state-
ment of the bill’s impact on inflation in all reports. Each committee is
also authorized to study the impact of tax policies on matters within
the committee’s jurisdiction. This could provide a vehicle for linking
tax policies, which have long been identified as an important factor in
determining the patterns of growth, to grants-in-aid and other legis-
lation which also have an impact on growth. Finally, each standing
committee (with the exception of Appropriations and Budget) 'is
required to begin a systematic exploration of future trends, move-
ments, opportunities, and crises. H. Res. 988 requires, in part, that
“each subcommittee . . . shall on a continuing’ basis undertake
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futures research and forecasting on matters within the jurisdiction of
that committee.” The original Committee report that led to this
“foresight provision” indicated that the goal was to achieve “sys-
tematic, long-range, and integrated study of our principal future
national problems.” 2

INTERGOVERNMENTAL CONSULTATION

The Senate enacted a resolution (S. Res. 427) which expressed the
sense of the Senate that the Congress should establish and promote
mechanisms to afford State and local governments the opportunity to
participate in the legislative process, particularly in the consideration
of proposed legislation with a direct or indirect impact on these
governments. Such a procedure could provide States and communities
with an “early warning system’ to alert them to proposed legislation
which might affect their growth patterns. The resolution also called
upon the President to develop methods and opportunities for State
and local representatives to participate in the development of all
major Federal programs and policies, and to create a focal point in
every major Federal department and agency for such participation.

NATIONAL COMMISSION ON SUPPLIES AND SHORTAGES

The Congress also took several steps designed to improve Executive
policy-making capabilities. For example, the Defense Production Act
Amendments of 1974 (P.L. 93-426) established a temporary National
Commission on Supplies and Shortages to facilitate more effective
and informed responses to resource and commodity shortages and to
report on needed institutional adjustments for examining and pre-
dicting shortages and on the existence or possibility of shortages with
respect to essential resources and commodities. In order to direct
attention to the impact of supplies and shortages on growth, the
legislation requires the Commission to establish an advisory committee
“to develop recommendations as to the establishment of a policy-
making process and structure within the executive and legislative
branches of the Federal Government as a means to integrate the
study of supplies and shortages or resources and commodities into
the total problem of balanced national growth and development, and
a system for coordinating these efforts with appropriate multi-State,
regional and State governmental jurisdictions.”

PROCUREMENT POLICIES

The Congress also sought to give greater attention to the impact of
Federal procurement policies on the growth and development of
communities. The Office of Federal Procurement Policy Act (P.L.
93-400) establishes an Office of Federal Procurement Policy within
the Office of Management and Budget to function as a central pro-
curement policy unit addressing itself to Federal procurement prob-
lems and policies on a government-wide basis. The Act’s declaration

2 U.8. Congress. House. Select Committee on Committees, Committee Reform Amend-
ments of 1974: Report to accompany H. Res., 988 together with supplemental views,
Washington. D.C.; U.S. Govt. Print. Off., 1974. (93 Congress, 2nd session. House. Report
no. 93-916, part II), p. 65.
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of policy states that it is the policy of Congress to promote economy;
efficiency, and effectiveness in the procurement of goods, services, and
facilities by, among other things, “minimizing possible disruptive
effects of Government procurement on particular industries, areas,
or occupations.” This policy, if implemented by the Office of Federal
Procurement Policy could form the basis for a procurement program
that would have conscious, rather than unconscious, impacts on the
growth patterns of States and localities.

FOREST AND RANGELAND RENEWABLE RESOURCES PLANNING ACT OF
1974 : *

Finally, the Congress took an important step in improving the
Federal policy making process as it relates to native forest and range-
land in the United States by enacting the Forest and Rangeland
Renewable Resources Planning Act of 1974 (P.1.. 93-378). The legisla-
" tion is premised on the view that comprehensively-gathered informa-
tion is needed for the Congress and the Executive to wisely chart
national renewable resource policy. Such information should be
focused on the interrelationships between the various resources and
their uses and provide an integrated inventory which would aid in
reaching decisions that weigh short and long term effects of various
courses of management action. , . '

The legislation establishes a process by which this information shall
be gathered and utilized in adopting policies related to the management
of forest and rangeland, a process which might well serve as a model
for dealing with other interrelated aspects of urban and rural growth
- and development. The central idea of the legislation is that the Federal
role in the management of forest and rangeland could be met most
effectively by having a comprehensive- Assessment of forest and
rangeland renewdble resources which would be the basis for a Pro-
gram. This Program would be presented by the Executive, reviewed in
the Congress with public participation, and used as a guide to the
formulation of budgets for a reasonable period ahead.

The Assessment is not a commitment to do specific things. It is an
analysis of the present situation, of how things ¢ame to be as they are,
and what the outlook may be as to where the present course will take
the nation. Beyond that, it will display the opportunities for the future,
and what measures will be required to realize these opportunities. The
Program, based on the findings of the Assessment, will spell out specific
policies for managing the renewable resources of forest and rangelands.
The Program is to include, at a minimum:

(1) An inventory of specific needs and opportunities for both
public and private program investments;

(2) Specific identification of Program outputs, results anticipated,
and benefits associated with investments in such a manner
that the anticipated costs can be directly compared with the
total related benefits and direct and indirect return to the
Federal government; - :

(3) A discussion of priorities for the accomplishment of the
Program opportunities, with specified costs, outputs, results
and benefits;and ’

(4) A detailed study of personnel requirements for implementing
the Program. ' , . :

'56-390—75——9
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Ezxecutive Branch Initiatives

Like the Congress, the Executive branch has not yet been able to
create a mechanism for analyzing, understanding, and coordinating
the impact of thousands of discrete decisions and actions on national
growth and development. The Report on National Growth and
Development,? in noting the lack of such capability, outlines some of
the activities which are needed to develop a coherent growth policy:

Monitoring national trends in the economy, population, social change, and the
use of land and other natural resources;

Monitoring current Federal programs that affect urban and rural development
80 as to assess how (these programs) cumulatively impact on specific population
groups and geographic areas;

Analyzing important new legislative and administrative proposals so as to
anticipate the likely effects of such proposals on the economy, the environment,
natural resources, population movements, and other aspects of growth;

Analyzing specific policy issues that arise from time to time among Federal
agencies and recommending means for their solution; and ]

Analyzing and recommending broad policies for the consistent management of
grant-in-aid, subsidy, and loan programs, with respect to their impact on urban

and rural development and economic growth.

At present, there is no single agency in either the Legislative or the
Executive branch that has the responsibility for or the authority to
carry out such a program, although the Domestic Council in its role
as coordinator for the biennial growth report has taken some tentative
steps toward identifying the problems. However, some efforts are
underway to develop coordinated policies in various areas which are
related to growth issues, and the experience gained in these under-
tak(ilngs may be valuable if ever a broader coordinating attempt is
made.

A typical example is that of the Rural Development Service, U.S.
Department of Agriculture, which is responsible for coordinating a
nationwide rural development program using the services of Executive
branch departments and agencies In coordination with State and local
rural development programs. This responsibility was assigned to
U.S.D.A. in Section 603 of the Rural Development Act of 1972. The
Rural Development Service has attempted to fulfill the responsibility
by activities such as: (1) continually apprising appropriate Federal
administrators of specific needs of rural communities, including needs
as they are presented to R.D.S. by State and local officials; (2)
evaluating proposed legislation and preliminary regulations with rural
implications, to see that these are fully attentive to rural needs; and
(3) keeping informed of Federal administrators’ policy decisions bear-
ing on rural development and, where indicated, recommending policy
changes. In order to bring together Federal agencies or elements of
programs in the interest of improved delivery of services to rural areas,
R.D.S. has: (1) identified legislative or other barriers to joint funding
of development projects and recommended remedial action; and (2)
assisted agencies in using the services of other agencies with an
extensive system of field offices that can serve as outreach agents or
information dissemination points at the local level.

MANAGEMENT BY OBJECTIVE

A relatively new technique, the “management by objective’ plan
holds some promise as a method for rationalizing Federal agency

8.8, President, 1974—(Ford). Report on National Growth and Development, 1974
Washington, 1974, pp. 41-42, '
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activities and impacts. Management by objective is designed to
reconcile agency goals with Presidential goals, to coordinate the
various goals, and to monitor progress in implementing the goals. The
plan was started at the direction of President Nixon, who sent 21
agency heads a memorandum in Apnl 1973 which stated the following
ob]ectlves

I am now asking each department and agency head to seek a sharper focus on '
the results which thé various activities under his or her direction are aimed at .

achieving. . . . Your listed objectives should include new policy initiatives, major
operational achievements and improvements which can be made in current
programs, giving particular attention to objectives which you consider to be of
Presidential level importance.s

The initial exercise produced.about 300 ObJeCtIVGS some very
specific in nature and some very vague. Furthermore, no effort was
made to coordinate overlapping or confhctmg ob]ectwes so long as
they conformed to Presidential objectives.®

President Ford endorsed the management by objective plan soon -

after he took office, in a memorandum sent to the original 21 agency
heads and to the Federal Energy Administration.$ The goals that
resulted from the second round of the management by objective
plan reflected’ the national concern over energy and the economy
as well as Presidential goals such as the New Federalism—the return
of governmental powers from Washington to States and cities. The
Office of Management and Budget, which administers the plan, did
make some effort to reconcile conflicting or overlapping goals. The
management by objectives plan seems Fo hold some promise as a
possible vehicle for contributing to rational growth policy, although
impact on growth is not prebenhlv considered by OMB in approving
or disapproving agency goals. Nevertheless, the goals statements
do provide a source of information for 1dentifyin agency actions
with a potential impact on- growth. Furthermore, placing the ad-
ministration of the plan in the Office of Management and Budget,
which controls the purse strings, makes it more likely that rationaliza-
tion of goals will take place. This would seem to be a stronger mech-
anism than traditional coordinating attempts, such as that of the
Rural Development Service, where one agency tries to influence the
actions of other agencies without any enforcement powers to make
decisions stick.

Another Executive branch initiative in 1974 was spelled out by

Executive Order 11821, which required that all major legislative .
proposals and regulations must be accompanied by a statement which |

certifies that the inflationary impact of the proposal has been eval-
uated.” The Office of Management and Budget is given the responsi-
bility for implementing the order, and is directed to take into account
the following categories of mgmﬁcant impact:

(@) cost impact on consuiners, busmass, markets, or Federal, State or local
government;

(b) effect on productivity of wage earnera, businesses or government at any
level; L

(c) effect on competition;

(d) effect on supplies of 1mp0rtant products or services. -

+ Havemann, Joel OMB Begins Major Program To Identify and Attain Pre:idcnthl
Goals. National Journal, v. 5 June 2,1973: 785.

& Havemann, Joel, O‘\IB s “\Lmqgement b‘ OhJectlve” Produces Goals of Uneven Quality.
National Iourndl v. 5, Aug. 18,1973 : 1201-12

‘0 Havemann, Joel. Ford Endorse< 17" GO.llb of \[anaf'ement by Objective PLm National
Journal, v. 6, Oct. 26, 1974 ; 1597-1605

7U.S. Presldent, 1974~(Ford) Inﬁ'mon Impact Statement: Executive Order 11821,
Weekly Compilation of Presidential Documents, v. 10, December 2, 1974 : 1504.
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Like management-by-objectives, the inflation impact statement was
not intended to contribute.to improving Federal policy making
machinery as it relates to growth. Nevertheless, the information gen-
erated by this new requirement could be useful in analyzing the effect
of Federal actions on local economies and growth patterns.

In order to make and implement wise policies with regard to
growth, governmental institutions need to have access to good mana-
gerial talent. The problem of attracting, training, and retaining such
talent received attention in 1974. In January 1974, the Civil Service
Commission issued Personnel Manual Letter No. 412-2 which estab-
lished firm requirements in regard to management development and
provided instructions on institutionalizing development programs
m executive branch agencies. All agencies are now required to:

(1) Identify all managerial positions.

(2) Specify the knowledge and ability requirements of each managerial position.

¢3) Identify all newly selected managers, and current managers selected for
another managerial position. :

(4) Assess managerial knowledge and abilities of new and advancing managers.

(5) Prepare and implement individual development plans for new and advancing

anagers. .

o 6) Dfééntify nonmanagers with potential for managerial positions.

(7) Prepare and implement individual development plans for potential

managers.?

The goal of this new procedure is to provide for a continuous process
of management development in each agency to assure that the
Federal government will have access to a continuous supply of well-
trained managers. .

GENERAL AND SpECIAL REVENUE SHARING

‘For general revenue sharing, 1974 was the year of the monitors, as
various groups both in and out of Congress reported on the imple-
mentation of the program. It was also the year when positions began -
-to develop on extension or renewal of the program, which is expected
to be a major issue in the 94th Congress, as the current program will
expire on December 31, 1976.°
“Seventeen bills on general revenue sharing were introduced during
the 93rd Congress, but none of them received significant consideration.
The program changes proposed in these bills include excluding State
governments as recipients, explicitly permitting revenue sharing funds
o be used to reduce local taxes, requiring public hearings on the use
of the funds, and making certain special districts eligible recipients.'®
“The Senate Committee on Government Operations, Subcommittee
on Intergovernmental Relations, held hearings on general revenue
sharing ' and conducted an informal opinion survey on the subject.”®
In the House, where no hearings were held, committee jurisdiction
over general revenue sharing was transferred from Ways and Means
to Government Operations by the Committee Reform Amendments

8 U.S. Civil Service Commission. Bureau of Executive Manpower. Executive Manpower
in the Federal Service, Washington, U.S. Govt. Print. Off., 1974, 24 p.

o Revenue Sharing: Top Priority ; -Outlook on Issues Affecting Counties. County News,
v. 7. February 3, 1975: 3-13. Assessing Revenue Sharing. Washington Post, January 21,

1975.

19 Roundup of Bills on General Revenue Sharing in the 93rd Congress, ACIR Con-
gressional Watch, No. 74—4, December 1974.

1 U.S. Congress. Senate. Committee on Government Operations. Revenue Sharing.
Hearlngs before the Subcommittee on_ Intergovernmental Relations, 93rd Congress, 2nd
session. June 4. 5, 11, and 12, 1974. Washington, U.S. Govt. Print. Off., 1974, 2 parts.

12 Ibid., part 2, pp. 867-879.
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‘of 1974. The ‘House Subcommittee on Intergovernmental Relations
published a survey of Congressional attitudes toward revenue sharing.'
The Senate survey, an informal telephone survey of 14 States, 16
counties and 15 cities, carried out in May 1974, resulted in four major
conclusions: :

(1) That general revenue sharing has helped to hold down taxes at the State
and local level; )

(2) That a significant majority of large cities still face critical fiscal situations,
while a majority of States and counties presently enjoy stable or good

. fiscal conditions; '

(3) That cutbacks in Federal categorical programs have clouded the promise
of revenue sharing as new money; and

(4) That State and local officials still overwhelmingly support the concept of
general revenue sharing.

Nearly 409 of the members of Congress responded to the House
Subcommittee’s questionnaire on general revenue sharing. Overall,
the survey of 97 Republicans and 109 Democrats shows general ap-
proval of the uses and administration of revenue sharing funds, with
Republicans more supportive than Democrats. Fifty-one percent of
the members considered tax reduction 4 “‘desirable” use of revenue
sharing money, while 35%, termed it “undesirable.” The respondents
strongly disagreed with the view that revenue sharing funds are spread
too thinly, and opposed excluding from the revenue sharing program
those smaller local governments that provide few public serivces. A
majority favored giving local governments the same flexibility in the
use of revenue sharing funds as the States now have (i.e., eliminate the
specification of high priority areas of expenditures), and rejected the
1dea of specifying high priority areas for State spending.

General Accounting Office Report

In April 1974, the General Accounting Office made its second report
~ to the Congress on the use by and impact of revenue sharing on local

governments. The audit of 124 cities, 116 counties, and 10 townships
included: 50 cities and counties receiving the largest 1972 revenue
sharing payments; the city and county receiving the largest 1972
payment in each State, and two local governments in each State
selected randomly from among those receiving more than $10,000
during the first 12 months of the program. In response to GAO’s
request knowledgeable local officials oﬁ'ered the following opinions as
to the expected impact of revenue sharing funds on their governments:

About three-fourths of the 250 governments were using their funds in some
manner expected to reduce local tax pressures. :

Revenue sharing had various effects on the level of public services provided by
the local governments, although in most cases the effect was to expand or maintain
existing services. . :

About one-third of the 250 experienced more citizen participation in planning
the uses of revenue sharing than normally,

Revenue sharing was cited as encouraging regional inter-governmental projects,
programs, or cooperation in about 27 percent of the local governments and was a
factor in changing or considering plans to ¢hange the jurisdiction of about six
governments. )

One of the major Congressional concerns about general revenue
sharing was providing a mechanism to insure a proper degree ofjac-

13 7.8. Congress. House. Committee on Government Operations. Subcommittee on In-
tergovernmental Relations. Replies by Members of Congress to a Questionnaire on
2G§neral Revenue Sharing. (Committee Print). Washington, U.S. Govt. Print. Off., 1974,

p.
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«countability and responsibility by recipient governments for their
decisions. The General Accounting Office concluded that attempts to
identify and advise the public about the impact of revenue sharing on
a government or to specify the results that are being achieved by
revenue sharing would require an analysis of all resources available to
the recipient government and of all government-financed services. This
is so because of the following factors:

Revenue sharing, Federal categorical aid, State aid, and a local government’s
own revenues can often be used to provide the same services. A local government
therefore tends to consider its total available resources when determinihg the
amount of funds it needs. This creates an environment where funds can be easily
displaced or substituted. In such an environment, there can be only limited
effectiveness of statutes or regulations designed to restrict the use of certain
revenues, including revenue sharing.!*

The requirement for auditing of financial and compliance activities
in the general revenue sharing program was designed to help assure

accountability. The GAO report notes that as of February 20, 1974,
the Office of Revenue Sharing had seven professionals to monitor the
compliance activities of recipients, although 25 personnel were In-
cluded in the FY 1974 budget. On May 20, 1974, the Office of Revenue
Sharing announced the signing of an agreement between ORS and the
State Comptroller of New York, in which the New York comptroller
was given the responsibility of auditing the compliance of the 1,700
local jurisdictions which received revenue sharing funds. ORS said
that it will rely on the State-conducted audits unless a complaint
against a particular unit of government by a citizen or organization
merits a Treasury Department investigation. This agreement was
expected to be the forerunner of similar agreements with other States.

Revenue Sharing and Civil Rights

The revenue sharing program has frequently been criticized for its
apparent lack of concern for social programs and for minorities. The
implementation of the civil rights requirements of the program has
been frequently criticized.’ In response to this criticism, the Office
of Revenue Sharing published a Cuwil Rights Handbook *° designed to
give guidance to officials of State and local governments to help them
correct any discriminatory practices that may be in existence, as well
as to prevent violations from occurring in the future. The Office of
Revenue Sharing also signed an agreement with the Equal Employ-
ment Opportunity Commission under which EEOC will refer charges
of discrimination against public employees and their contractors to
ORS if it finds that revenue sharing funds have been used in a dis-
criminatory activity. EEOC will- make available to ORS on a confi-
dential basis employment statistics required to be filed by all units of
government with more than 99 employees and ORS will help EEOC
to determine whether all governments with 15-100 employees have
kept minority records, as required by law.

Despite these activities, the U.S. Civil Rights Commission con-
cluded, in early 1975, that the efforts of ORS to assure compliance

1 7.8, General Accounting Office. Revenue Sharing: Its Use by and Impact on T.ocal
Governments; Report to the Congress by the Comptroller General of the United States.
(Washington), 1974, (B-146285, April 25, 1974). 159 pp.

15 See, e.g.. Chisholm, Shirley. Year I of Revenue Sharing. Remarks in the House.
Congressional Record, v. 120, March 7, 1974 : H1593-H1603.

18 {J.S. Office of Revenue Sharing. General Revenue Sharing and Civil Rights. (Wash-
ingtoun, for sale by the Supt. of Docs., U.S. Govt. Print. Off.,, 1974:), 21 pp.
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with civil rights requirements were not strong enough and that after
2} years of experience with the program civil rights leaders are still.
convinced that “revenue sharing 1s * * * symptomatic of a declining
Federal commitment to the principles of equal rights.””¥

There were several significant developments in two revenue sharing
cases in 1974, which are related to the impact of revenue sharing on
civil rights. In one case,'® the Justice Department instituted suit against
the Chicago Police Department alleging discriminatory practices with-
in the Police Depsartment, which received substantial revenue sharing
funds. The suit was based on the anti-discrimination provisions of the
State and Local Assistance Act of 1972 *® and Title VII of the Civil
Rights Act of 1964.%° ; .

n November 7, 1974 Judge Marshall of the District Court for the
Northern District of Illinois ruled in favor of the Justice Department
and issued a preliminary injunction to prevent the City of Chicago
and its officials from discriminating in the personnel practices of the
Chicago Police Department.®
- In another case based on the same fact situation, a black Chicago
policeman named Renault Robinson and several civil rights groups
filed a complaint with the Office of Revenue Sharing alleging dis-
erimination in the Chicago Police Department. The plaintiffs asked
that Chicago’s revenue sharing funds be withheld until the Police
Department ended its discriminatory practices. The Office of Revenue
Sharing conducted an investigation and announced in February 1974
that discrimination.did exjst in the Police Department. The Office of
Revenue Sharing was unable to have Chicago’s revenue sharing funds
withheld, so Robinson and the civil rights groups filed suit against the
Office of Revenue Sharing in the Federal District Court for the District
of Columbia.?

On April 4, 1974 Judge Smith of the D.C. court ordered the Office of
Revenue Sharing to begin legal proceedings against Chicago to with-
hold revenue sharing funds from that city. At the same time Robinson’s
complaint was added as a count to the Justice Department case in the
Chicago court. Robinson then asked Judge Smith to order the Office of
Revenue Sharing to withhold Chicago’s funds while the Justice De-
partment’s case was pending.

. On December 18, 1974 % Judge Smith ruled that revenue sharing
funds for Chicago be withheld.

These two cases involving the city of Chicago mark the first time
since the inception of the Revenue Sharing Program that a jurisdiction
has been denied its revenue sharing payments because of discriminatory.
use of the funds. : :

Evaluation, of Revenue Sharing

Two major reports were published in 1974 by Agrou'ps who are
monitoring and evaluating revenue sharing. The first report, by the
Advisory Commission on Intergovernmental Relations,® listed six

17 U1.8. Commission on Civil Rights. Making Civil Rights Sense Out of Revenue Dollars.
(Clearinghouse Publication 50), Washington, 1975, 135 pp.
1913 United States v. Chicage, Civil No. 73—-C-2080 (D. N.D. Ill, Filed September 17,

73).

10 31 U.S.C. 1221 et seq.

242 1J.8.C. 2000(c) et seq.

21 United States v. Chicago, Civil No. 73-C-2080 (D. N.D. Ill., November 7, 1974).
22 Renault Robinson v. Shultz, et al., Civil No. 74—-248 (D. D.C. Filed February 7, 1974).
23 Renault Robinson v. Shultz, et al., Civil No. 74-248 (D. D.C. December 18, 1974).
24 [J.S. Advisory Commission on Intergovernmental Relations. General Revenue Shar-
ing: An ACIR Re-evaluation. Washington, U.S. Govt. Print. Off,, 1974, 86-43 p.
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basic issues which will face the Congress as it decides the fate of the
revenue sharing program:

(1) The renewal issue.—Is the basie rationale underpinning the revenue sharing-
idea—fiscal imbalance and the desirability of decentralized decision-making—still
valid for our federal system?

(2) The appropriations issue.—If the answer to the first question is yes, how are
we to strike a balance between the state and local desire for funding certainty and
. the Federal desire for budgetary flexibility?

(3) The distribution issue..—Should the distribution formula be altered in order
to give?this program greater fiscal rationality and greater fiscal capacity equalization

ower? }

(4) The discrimination issue—To what extent should the Office of Revenue
Sharing become more aggressively involved in combating discrimination in the
state-local sector in view of the prohibition against discrimination on the grounds
of race, color, national origin, and sex in the use of revenue sharing dollars?

(5) The Federal control issue.—The present program includes certain elements
of Federal direction and accountability—the requirement that local expenditures
for operating and maintenance purposes be designated high priority areas and the
requirement that recipient governments publish Planned Use and Actual Use
reports and file copies with the Secretary of the Treasury. Should these require-
ments be eliminated in the interest of giving State and local governments full
discretion in the use of revenue sharing dollars?

(6) The leverage issue.—Should the Federal revenue sharing program be used as
a lever for accelerating reform in certain State and local government policies and
practices in?the budgetmaking process and more intensive State use of the personal
income tax?

The Commission recommended that the Congress should give early
and favorable consideration to the extension of the revenue sharing
program along the lines of the present program, except that the pro-
gram should be changed to provide permanent trust fund financing
and funding at a constant percentage of the Federal personal income
tax base. The Commission also recommended that the present dis-
tribution formula should be retained, and that the Office of Revenue
Sharing should conclude arrangements with appropriate existing

.Federal, State, and local government agencies to carry out the civil
rights responsibilities under the revenue sharing program.

The second major evaluation, that of the Brookings Institution, was.
published early in 1975 % and concentrated on the distributional
effects, the fiscal effects, and the political effects of revenue sharing.
The major policy questions identified in this study are as follows:

Distributional effects.—Should large cities and poor States receive relatively
more generous treatment than they do under the current formula? Should a size
cut-off be inserted, to eliminate from eligibility small units of general purpose:
local government?

Fiscal effects.—Is the proportion of new spending generated by revenue funds
acceptable? If not, should other forms of fiscal subvention to State and local
governments be substituted for revenue sharing where there is reasonable assur-
ance that the funds involved would result in a higher proportion of new spending
by the recipient jurisdictions?

Political effects.—Is the new program churning up the decisionmaking process
of recipient State and local governments and providing access to the policymaking
process for more groups? Does revenue sharing prop up small and limited-function
local jurisdictions, and should it? How has revenue sharing affected the rate of’
establishment or disestablishment of special districts, the scope of general-purpose
units of government, and intergovernmental cooperation?

The Administration’s position on revenue sharing extension was
indicated in the recommendations of a Treasury-OMB task force-
report % to President Ford, which advocated:

25 Nathan, Richard P., Allen D, Manve-l and Susannah E. Calkins. Monitoring Revenue-
Sharing. Washington, The Brookings Institution, 1975, 394 pp.

26 Revenue Sharing Gaiping Backing in Administration. County News, v. 7, Jan. 6,.
1975: 1.
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(1) Extension of general revenue sharing with the present allocation formula
-of one-third to the States and two-thirds to local governments for five and three-
-quarter years, with a requirement that the program must come up for review two
years before expiration so that recipient governments would have long-term
planning capabilities.

(2) Continuation of increased funding at $150 million per year for a total of
:$39.85 billion over the five and three-quarters year extension.

(3) Raising the ceiling on the amount local governments may receive, from
145 percent to 175 percent of the statewide average local per capita entitlement,
‘while retaining the present minimum per capita entitlement of 20 percent.

(4) Removing all local priority expenditure categories. -

(5) Deleting prohibitions against use of revenue sharing funds, directly or
:indirectly, for the non-federal matching share of Federal grants.

(6) Modifying anti-discrimination features of the act.

(7) Requiring State and local governments to open their budget processes to
‘public hearings.

(8) Providing greater flexibility of methods of publication of reports on planned
.and actual use of revenue sharing funds.

The questions and issues raised by the various monitoring bodies
will undoubtedly claim a large share of the attention of the 94th
‘Congress. In addition, the impact of recent economic developments
has raised new issues to be considered. The economic slump, and its
-effect on State and local finances, have led to proposals for the develop-
‘ment of a counter-cyclical revenue sharing bill.*

This idea, which is not new, would allow the Federal government to
provide financial assistance to States and localities whenever national
-economic conditions depress their revenues. It is virtually certain that
ithis will be an issue with which the 94th Congress will have to deal.

Grant Consolidation

The trend toward consolidation of categorical grants into block
.grants continued in the 93rd Congress, although for the most part
these actions did not go as far as the Administration’s various special
revenue sharing proposals. On December 28, 1973, the Congress en-
:acted the Comprehensive Employment and Training Act of 1973
(P.L. 93-230) which incorporated some of the primary features of
:special revenue sharing—i.e., decentralization and decategorization of
Federal assistance programs for manpower training. The implementa-
tion of this law is described in Chapter 1. Title I of the Housing and
Community Development Act of 1974 (P.1..93-383), described in detail
in Chapter II1, consolidated categorical grants for urban renewal, model
cities, neighborhood facilities, open space, water and sewer, and public
facility loans into a single community development block grant. The
Education Amendments Act of 1974 (P.L. 93-380) included three
types of consolidation: (1) administrative consolidation; (2) program
consolidation; and (3) consolidation of the Commissioner of Education’s
discretionary authority:

(1) Administrative consolidation provides for a single State application for the
-various formula grant programs administered by the States. Coupled with this
would be an annnually updated program plan for each authorized program area.

(2) Program consolidation calling for mergers in the library and learning re-
-sources area and in educational innovation and support programs is scheduled to
begin in FY 1976 if certain ‘‘triggering’’ conditions are met.

(3) Discretionary consolidation calls for a new approach to the authorization of
ithose funds that the Commissioner of Education can allocate at his own discre-

. 2 Peirce. Neal R. Fiscal Crises Illustrate Growing Interdependence. National Journal,
¥. 7, Feb. 22, 1975 : 280-292.
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tion, rather than by a fixed formula. The “Special Projects Act,”” which replaced
the old Cooperative Research Act gives the Commissioner broad authority to con-
duct new and experimental programs within a limit of $200 million.28

Finally, hearings were held on the Administration’s proposed Allied
Services Act, which would provide assistance and administrative
suthorization to States and localities to plan and implement coordi-
nated programs for the delivery of human services, but no further ac-
tion was taken.?®

One of the factors in Congressional reluctance to enact special
revenue sharing programs, which would devolve greater authority over
program operations to State and local governments, is the fear that
this decentralization will make Congressional oversight more difficult.
In order to assess the operations of such decentralized programs, the
Congress needs access to standardized data measuring specified stand-
ards or criteria. According to a GAO report, the Law Enforcement As-
sistance Administration and the States have failed to establish such
standards and criteria for judging the success or failure of Federally-
funded law enforcement projects.

The GAO recommended that the Attorney General should direct
the LEAA, in cooperation with the States, to designate several proj-
ects from each type of LEAA-funded program as demonstration
projects and determine information that should be gathered and the
type of evaluations that should be made to issue guidelines and pro-
vide a system of evaluation for similar projects.?

FepErAL GRANT ADMINISTRATION
Simplification of Administrative Requirements for Federal Grants

A seven-year effort to integrate or coordinate Federal grant require-
ments culminated in the enactinent of the Joint Funding Simpli-
fication Act of 1974 (P.L. 93-510) which is designed to overcome many
of the problems that State and local recipients encounter when they
try to obtain and administer programs funded by more than one Fed-
eral agency. This legislation seeks to enable State and local govern-
ments to more effectively and efficiency utilize Federal assistance and
to adapt Federal program assistance more readily to their particular
needs by providing a basis for: '

One comprehensive plan for receiving grants from several Federal agencies
through one Federal funding source;

Receiving Federal funds at times which coincide with the grantee’s planning
and funding cycles;

Simplifying and standardizing administrative requirements;

Simplifying paperwork and record keeping; and

Reporting progress to one Federal agency and replacing separate Federal
agency audits with a single audit by only one agency.

Joint funding has already been field tested in 34 pilot projects under
the Integrated Grant Administration program which was operated
first by the Office of Management and Budget and then by the Gen-

193 Correspondence from the Department of Health, Education, and Welfare, Mar. 10,
75. pp. 5-6.

2 178, Congress. House. Committee on Education and Labor. Hearings on H.R. 12285,
934 Congress, 2d session. May 29 and 30, July 10 and 11, 1974, Washington, U.8. Govt.
Print. Off.. 1974. 265 p.

3 {J.S. General Accounting Office, Difficulties of Assessing Results of Law Enforcement
Assistance Administration Projects To Reduce Crime; Report to the Congress by the
Comptroller General of the United States. [Washington] 1974. (B-17019, March 1974.)
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eral Services Administration. The IGA program allowed for: State
or local requests for multi-agency Federal support through a single
application to one of the ten Federal Regional Councils; project
review and approval by an interagency task force composed of in-
volved Federal and, where applicable, State agencies; and delivery of
funds to approved pr0]ects by a smrrle lead Federal agency charged
with administering the joint program. An assessment of integrated
Grant Administration, to be published early in 1975, will address the
extent to which this pllot program achleved its goals, and will define
lessons learned which must be considered in implementing the Joint
Funding Simplification Act if the IGA concept is to be institutional-
ized as a governmentwide Federal assistance delivery system.!

One of the major differences between the IGA. program and the
Joint Funding Act is that the burden of identifying programs suitable
for integrated administration is shifted from the States and localities
to the various Federal agencies. As one analysis of the Act noted:

Joint funding clearly is advantageous to the participating States and localities,
for it simplifies their tasks. Less clear is the effect of the new procedures on the
Fedcral departments. Some argue that the burdens of administration and co-
ordination placed upon them will be greater, not less. Additional or reassigned
manpower clearly will be required for those units dlrectzly involved with its:
implementation.’

Other Congressional actions which would affect the administration
of Federal grants-in-aid included the Bureaucratic Accountability
Act of 1974 and the Federal Grant and Cooperative Agreement Act
of 1974. Section 401 of the former is designed to provide for a pro-
cedure to ensure the enforcement of standards for grants without going
to the extreme step of completely terminating the program in a re-
cipient community. Hearings on this legislation were held in the House,
but no other action was taken.® Both the Senate and the House held
hearings on the Federal Grant and Cooperative Agreement Act of
1974 * and the bill was passed by the Senate 3 but no further action
was taken. The purposes of this proposed legislation are:

(1) To characterize the relationship between the Federal government and con-
tractors and other recipients in the acquisition of property and services and in the
furnishing of assistance by the Federal government;

(2) To establish Government-wide criteria for selection of appropriate legal in-
struments, to achieve uniformity in the use by the executive agencies of such in-
struments, a clear definition of the relatlonshxp ‘they reflect, and a better under-
standing of the responsibilities of the parties;

(3) To promote increased discipline in the selection and use of contracts, g1 ant
agreements, and cooperative agreements and to maximize competition in the award
of contracts and encourage competition, where deemed appropriate, in the award
of grants and cooperative agreements: and

st Correspondence from the General Services Administration, Mar. 12, 1975.

32 Joint IMunding Act Sunpllﬁes Federal Assistance Process. ACIR Information Bulletin,
No. 74-10, December 1974 4.

BY Congress. House. Commxttee on the Judiciary. Bureaucratic Accountability Act
of 1‘)14 Hearings before the Subcommittee on Crime, 93rd Congress, 2nd session.
March 27. 1974. Washington, U.8. Govt. Print. Off., 1974.

U.S. Congresq Senate. Committee on. Government Operations. Federal Grant and
Conperative Agreement Act of 1974. Hearings before the Ad Hoc Subcommittee on Fed-
eral Procuremnt and the §uhcommittoe on Interrovernmental Relations, 93rd Congress,
2nd session on 8. 3514. Jun 25, 27, July 10, 18, 1974. Washington. U.S. Govt. Print. Off.,
1974. 265 p. U.S. Congress. House. Committee on Govemment Opnerations. Federal Pro-
curement and Grants Relationships. Hearings, 93rd Congress. 2nd session on 8. 3514
and H.R. 9060. November 25, 1974. Washington, U.S. Govt. Print. Off.. 1974. 48 p. :

35 17,8, Congress. Senate. Committee on Governmont Onperations. Federal Grant and
Cooperative Agreement Act of 1974 ; Report on S. 3514. Washington, U.S. Govt. Print.
Off., 1974 (93rd Congress, °nd sesston.- Senate. Report No. 93-1239) 49 p.
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- (4) To require a study of the relationships between the Federal Government
and grantees and other recipients in Federal assistance programs and the feasi-
bility of developing a comprehensive system of guidance for the use of grant and
cooperative agreements in carrying out such programs.

n early 1974, a subcommittee of the House Committee on Govern-
ment Operations held hearings on administrative attempts t6 simplify
and rationalize the grant-in-aid system and to improve the organiza-
tional arrangements by which Federal assistance is delivered.’® The
hearings dealt with the Federal Regional Councils, Standard Federal
Regions, decentralization of authority, Integrated Grant Adminis-
tration, and other administrative initiatives taken by the KExecutive
Branch to implement the “New Federalism.”

Efforts to simplify Federal grant administration continued in 1974.
The General Services Administration issued three circulars which
establish uniform agency practices for administration (including
payment procedures, determination of matching grants, budget re-
visions, and grant close-out), establishing cost principles, and audit
procedures. In late 1974, the Office of Management and Budget began
8 comprehensive review of agency systems for notifying states on
grant awards. The review will cover improved compliance with cur-
rent reporting requirements and consideration will be given to ex-
panding coverage to all Federal financial assistance programs.®’

Standard Federal Regions and Federal Regional Councils

The ten Standard Federal Regions and Federal Regional Councils
were established in 1969 as a mechanism for coordinating the field
operations of Federal agencies. On April 4, 1974 the Office of Manage-
ment and Budget issued OMB Circular No. A-105, which formally
established ten Standard Federal Administrative Regions, common
regional headquarters locations, and specific guidelines for realigning
agency field structures.®® This establishes as a formal policy require-
ment for all domestic agencies the regional arrangements that have
been adopted by some over the past five years. The objectives of this
standard Federal regional policy were summarized as follows:

(a) Enhance the effectiveness and efficiency of individual Federal departments
and agencies in the achievement of their basic missions by increasing the oppor-
tunities for coordination with complementary actions by other Federal agencies
with related missions.

(b) Provide greater opportunities for securing management improvements and
economies among Federal departments and agencies, including establishment of
common administrative support and central supporting service facilities.

(¢} Create a more consistent basis for establishing and strengthening Federal
interagency coordination mechanisms such as Federal Regional Councils.

(d) Provide more responsive Federal support for State and local officials by
establishing a more consistent and compatible Federal field structure and in-
creasing opportunities for intergovernmental coordination.

"The Office of Management and Budget will monitor standard
Federal region policies through review of field organization charts
submitted to the General Services Administration for publication in
the$Federal Register, and other selected reviews as required.

30 [J.8. Congress. House. Committee on Government Operations. Subcommittee on
Intergovernmental Relations. New Federalism (Organizational and Procedural Arrange-
ments for Federal Grant Administration). Hearings, 93rd Congress, 2nd Session. Jan-
uary 29, 30, 31; February 5 and 6, 1974. Washington, U.S. Govt. Print. Off.,, 1974. 332 p.

87 Correspondence from the Office of Management and Budget, March 3, 1975 : 4.

38 39 Federal Register 14774-14776, April 26, 1974,
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Since their inception, the Federal Regional Councils, which are
located in the ten headquarters cities of the Standard Federal Regions,
have undertaken a variety of projects in three general areas: inter-
agency coordination, intergovernmental coordination, and crisis
management. An example of interagency coordination is & project
carried out by the Kansas City Council, which coordinated a long-
term riverfront development project involving two States, six counties,
numerous municipalities, and at least six Federal agencies. In an effort
to enhance intergovernmental coordination, Council representatives
visited. States and localities to describe the program impact of the
FY 1974 budget and to answer questions about the impact on specific

- communities. Crisis management has involved the Councils in the

coordination of Federal programs to assist local communities adjust
to military base closings, and in coordinating the Federal response
to natural disasters such as Hurricane Agnes and the flooding of
Rapid City, South Dakota.

In 1974, the General Accounting Office assessed the effectiveness.of
the Federal Regional Councils.?® The GAO review found that while
most officials of States and larger units of local government were
familiar with the Councils and their purposes, the representatives of
smaller units of local government were not aware of the existence or
role of the Councils. The General Accounting Office. also reported that
the experiments of the Councils in coordinating the administration of
grant-in-aid programs, while helpful, had reached only a limited num-
ber of potential recipients. The Councils’ effectiveness was impeded by
such factors as: member agencies’ lack of, or variations in, decentral-
ized decisionmaking authority; limits on the authority of Council
chairmen; division of time and effort by Council members, staffs,

and task force members between Council and agency affairs; in-

sufficient participation by non-member Federal agencies in Councils’
activities; and absence of formalized standards for planning work and
reporting progress. GAO recommended that the Councils should in-
crease efforts to create awareness of the services, technical assistance,
and information that Councils can make available to States and local
governments. In order to supplement the limited staff resources cur-
rently available to the Councils, GAO recommended that the Office of
Management and Budget should consider transferring a limited num-
ber of OMB representatives from Washington to the Councils. Fi-
nally, GAO recommended that the Under Secretaries Group should
counteract factors impeding Councils’ effectiveness by assuming a
more assertive role and by providing direction and firm support to
the Councils.
StatE AnD Locan CapABILITY

With the advent of general and special revenue sharing programs,
which devolve to State and local governments the responsibility for
planning and managing many Federally-assisted programs, a great
deal of attention has been given to the need for improving the man-
aging and planning capabilities at the State and local level. Ac-
cording to the Office of Management and Budget, the Federal Gow-
ernment spent almost $600 million in 1974 toward strengthening the

2 U.8. General Accounting Office. Agsessment of Federal Reglonal Councils; Report fo
the Congress by the Comptroller General of the United States. (Washington) 1974,
(B-178319, January 31, 1974) 49 p. . ]
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program management capability of State and local governments, and

-a 169, increase in this effort is projected for 1976.4° Federal endeavors
‘in this area include planning assistance, personnel improvement
programs, and technical assistance. : ’

Planning Assistance

The 93rd Congress considered several options regarding the future

of the 701"’ program, which for twenty years has been a source of
-funds for States and localities to use to develop the resources neces-
sary to solve problems resulting from population concentration and
-migration. The Administration submitted a proposal which would
have replaced the 701 program with the Responsive Governments
Acts (5. 2450 and H.R. 10581). This legislation would have expanded
the number of eligible activities, placing greater emphasis on support-
ing management and public administration activities. Other specific
“differences between the existing program and the Administration’s
proposal included elimination of matching requirements, deletion of
specific attention to planning in areas where development has signifi-
“cance for national growth and urban development objectives, and
‘provision of open-ended appropriations authorizations. A second
proposal to modify the 701 program, S. 854, stressed the need to
‘strengthen planning on a metropolitan areawide basis. The bill would
-have provided grants to general purpose units of local government
rather than to planning agencies, earmarked a certain percentage of .
-funds for areawide agencies, increased the Federal share of funding,
and expanded the eligible activities to include any management ac-
tivities necessary to implement comprehensive planning. The Con-
_-gress chose not to adopt either of these proposals. Instead, through
Title IV of the Housing and Community Development Act of 1974
(P.Li. 93-383) the Congress amended the 701 program in a number of
significant ways. : :
. One new 701 provision is a requirement that each recipient develop
a']land use element and a housing element by August 1977 as part of
their comprehensive plan. After that date, HUD will be prohibited
from making grants to 701 applicants unless these two plans have
been completed. The housing element is to specify broad goals and
annual objectives (in measurable terms wherever possible), programs
designed to accomplish these objectives, and procedures for evaluating
programs and activities. All recipients are required to:

(1) Take into account all available evidence of the assumptions and statistical
bases upon which the projection of zoning, community facilities and population
growth Is based.

(2) Provide for the elimination of-the effects of discrimination in housing and
provide safeguards for the future.
© (3) Take into accuunt the need to preserve existing housing and neighborhoods.4!
. 'The intent of the required land use element, as stated in the regula-
tions is ‘‘to enable States, units of general local government and area-
wide planning organizations to integrate all existing land use policies
and functional planning activities impacting land use and, when

4 0.8, Executive Office of the President. Office of Management and Budget. Special
Analysis : Budget of the United States Government, Fiscal Year 1976.. (Washington, For
sule by the Supt. of Docs.. U.S. Govt. Print. 'Off.) 1975. p. 239.

.2 4139 Federal Register 43383, Decembeér 12,1974
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determined necessary by the recipient, to address additional ele-
raents considered important to its total land use planning effort.” *2
In selecting its priorities for action, each recipient is to consider: ‘

(1) Identification of existing uses of land and land resources;

(2) Projections of land use needs and land resource development;

(3) Identification of public facilities, utilities, open space needs, transportation
needs and other services required to support projected uses of land;

(4) The impact of the recipient’s proposed policies (including tax policies) on air
and water quality, coastal zone management, waste disposal, areas of critical con-
cern, natural resources including productive soils, availability of land and need for
conserving land, the conservation of energy, and disaster mitigation activities;

(5) Distribution of growth including possible locations for new communities,
large scale projects and key facilities; and

(6) The conservation of energy through land use strategies designed to reduce
energy consumption and the development of policies designed to facilitate the
recovery of energy resources in a manner compatible with environmental protec-
tion and future reuse of lands.#

Other new elements of the Act are greater stress on using 701 funds
for management activities that aid in developing the capacity to imple-
ment 701 plans or other plans; requirements for encouraging citizen
participation at significant points in the planning process; the inclusion
of urban counties as eligible direct recipients; and a uniform matching
provision of two-thirds for all grants. The regulations implementin,
the revised statite place emphasis on the following: :

A reflection of the need for 701 recipients to pay increasing attention to energy
conservation, improvement in government productivity, and strengthening the role.
of elected chief executives.

To assure better linkages in the planning process between the various levels of
government, a consultation process is required whereby the State, through the use
of an advisory group, must consult with areawide organizations, counties and
municipalities prior to its developing statewide policies for planning activities in
such areas as land use and housing.

Applicants eligible to apply directly to HUD for 701 assistance (metropolitan

. clearinghouses, COG’s, cities over 50,000 population, and urban counties) can
voluntarily agree to have the State administer the 701 program on their behalf.#

-The problem of coordinating and linking the various Federally-
funded programs so as to reduce overlapping and enhance the produc-
tivity of limited funds received attention by both the Legislative and
the Executive branch. Section 401(d) of P.L. 93-383, for example,
authorizes the joint use of 701 funds with other Federal assistance
funds, subject to regulations prescribed by the President. Several
projects, financed by 701 funds, were undertaken to increase the
capability of States to coordinate and/or to integrate comprehensive
and functional planning programs and to improve the linkages between
State, areawide and Jocal planning systems. Joint State-H UD monitor-
ing teams were established to identify needed improvement and to
evaluate progress in achieving objectives.* In mid-1974, OMB chaired
an interagency effort to improve the delivery of planning assistance
to State, areawide, and local governments. Based on the problems
identified by planning grants recipients, a Planning Directors Group,
comprised of senior Federal officials from ten agencies was established
to work on non-statutory remedies. The most active area was adjusting

42 I'bid.

13 Tbid. - : .

4 Correspondence from the Department of Housing and Urban Development, March 4,
—4 : 7 - . P

1974:17.
& Ibid. 18.
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interagency relationships with new planning programs, such as waste
treatment management (Section 208), Coastal Zone management and
the amended 701 comprehensive planning program. Late in the year,
suggested revisions to the Federal policy for management of planning
assistance were developed. The issue was still under consideration in
early 1975.%

The ability of States and localities to incorporate comprehensive-
planning mechanisms into their operations is especially important
since the advent of general and special revenue sharing programs,
which place greater responsibility for distributing and managing
Federal funds on these governments. The Subcommittee on the
Planning Process and Urban Development of the Advisory Committee-
to the Department of Housing and Urban Development, with this in-
mind, studied existing Federal efforts to improve local planning-
capabilities, and made recommendations for improvements. The Sub-.
committee identified certain inconsistencies between ends, means,
and points of view that have seriously compromised the effectiveness.
of the existing comprehensive planning process:

(1) Locally perceived needs and priorities may not be congruent with nationally-
defined goals;

(2) Verbal assignments of priority are not matched by commitment of funds,.
personnel, and other resources;

(8) The extent of a given problem may be greater or smaller than the jurisdic--
tion of the relevant governmental entity;

(4) The emphasis of those charged with formal planning does not adequately-
encompass the full social, economic, and political dimensions of the problem;

(5) The planning process is not effect.vely integrated with the political stages.
of decision and implementation; and :

(6) Tools and data for social and other measurement are not sophisticated:
enough for predicting the achievements of programs designed to serve congres-
sional and agency goals for rigorously assessing programs after they have been:
put into practice.#

After reviewing past efforts at improving local planning and manage--
ment capability, and attempting to anticipate problems that will.
result from the emphasis on revenue sharing, the Subcommittee made-
recommendations for improvement in eight policy areas which are:
summarized below: %8

(1) Enhancing and Seeding Local Planning and Management Capability: The-
Subcommittee recommended a well-financed and continuing program to enhance-
the planning and management capacity of State and local governments and!
metropolitan agencies, coupled with adequate evaluation of management planning,
and implementation. Funding should go directly to local governments, and not to-
the States for disposition to the localities. FLUD should undertake a research and.
demonstration program that will seek to end the present isolation of technical.
planning and institutional implementation.

(2) Development of @ Mayoral Negotiations Process: Special revenue sharing;
legislation should include a requirement that local allocation of funds must be
subject to a negotiation process involving the mayor, or local chief executive and.
a fair representation of all significantly affected groups. Federal assistance should.
be provided to these groups for stuff, and the groups should have full access to
data relevant to the city’s decision-making process.

(3) National Goals and Priorities: Residual categorical programs should be
continued, but with far greater clarity in stating objectives, with performance-

40 Correspondence from the Executive Office of the President, Office of Management and?
Budget. March 3, 1975 : 4. .

47 U.8. Advisory Committee to the Department of Housing and Urban Development.
Subcommittee on the Planning Process. Revenue Sharing and the Planning Process::
Shifting the Focus of Responsibility for Domestic Problem Solving. Washington, National:
Academy &t} Ssciences/Natiouul Academy of Engineering, 1974 : 2,

48 Ibid. 69-87.
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criteria and program evaluation more dircctly related to those objectives. If there
continues to be a national goal of eliminating and/or ameliorating the conditions
of poverty and urban blight, HUD, in developing legislative proposals should
restate and reaffirm the goals of the Housing Act of 1968 and the Model Cities
legislation so that they are evident in the community development revenue-
sharing legislation. (A majority of the subcommittee urged that a major portion
of the revenue sharing funds—perhaps as much as 75%—should be earmarked
for this purpose).

(4) Metropolitanization: Metropolitan organizations should be eligible for some
portion of the general and special revenue sharing funds for the area they serve.
HUD should develop an incentives program to encéurage intergovérnmental
cooperation through the establishment of interjurisdictional accords—essentially
negotiated agreements within metropolitan areas. HUD might also develop a
Model Metropolitan Area program on a selective demonstration basis for the
purpose of encouraging the development of new approaches to cooperation and
coordination, program design, planning, and development of new approaches at
the metropolitan level.

(5) HUD’s Ability To Respond to Localities: HUD should extend a modified
version of the Annual Arrangements process over residual categorical grant
programs to all cities. There should be a complete reevaluation of HUD’s regional
and area offices in light of revenue sharing, including: a strengthened capability
for decentralization; improved procedures for governing the relationship of
HUD-regional and HUD-area staffs and local governments; a learning program
through which HUD-central may attempt to diffuse among the regional and area
offices and the localities the learning achieved by those most effective in building
local planning and management capacity.

(6) Public Learning: éongress should set aside approximately 1 to 2 percent
of special revenue sharing appropriations for monitoring and evaluation of the
program in terms of the criteria and priorities set out in the legislation.

(7) Special Revenue Sharing Impact Statement: HUD should work toward a
requirement for local communities to develop a statement concerning the socio-
economic impact of proposed expenditure of community development grant.
monies.

(8) Research: Major new research projects should be undertaken in the following
areas: the most effective strategy for ‘‘seeding’”’ planning and management
capabilities where they do not now exist; metropolitanization; social indicators;
the replication of successful planning and management capabilities and processes.
in other communities. . '

Intergovernmental Personnel Activities

The quality and training of the State and local work force becomes.
more and more important to the Nation, as these employees assume
greater responsibilities for implementing Federal programs, for coping
with problems created by the energy and economic crises, and for
developing policies and programs to meet the new demands for quality
in life, whether in urban or rural areas. Several actions taken: at the
Federal level in- 1974 will affect this State and local work force in
various ways.

Despite the universally acknowledged need for high quality of per-
formance of manpower at the State and local levels, a 1974 evaluation
by the Advisory Council on Intergovernmental Personnel Policy
found- that the majority of these governments have not acted with.
sufficient authority, resources or ‘energy to meet their manpower
problems. The Council found that: )

Only a small minority of the States have created adequate organizations for-
manpower planning and development. Few States have enacted training legisla-
tion and in the great majority of them the funding of manpower programs has.
been inadequate. The result has been that most jurisdictions to date have been
able to train or retrain only a fraction of their work forces with both their resources

and Federal aid. Thus it appears that while State and local employees will continue
to increase in number and will have heavier responsibilities, the qualifications of’

56-390—75——10
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many will be questionable and their output less than possible unless the State
and local governments, with the assistance of the Federal Government, greatly
expand their efforts in manpower development.4?

The Council urged that State and local governments, using their
own resources and available Federal resources, should act to meet three
general problems: organization for work force development, develop-
ment of resources for pre-entry education and training, and develop-
ment of resources for in-service training.

The Intergovernmental Personnel Act, which was intended by the
Congress to help alleviate the manpower problems of State and local
governments, will probably receive some evaluation and attention in
the 94th Congress. The Council on Intergovernmental Personnel
Policy has called this Act “‘the most important Federal legislation on
this subject”, and says that it “has stimulated unprecedented atten-
tion to work force development in the State and local Governments”
particularly with regard to strengthening planning and training
programs.

In the interim from the enactment of the program in 1970 to the
end of FY 1974, over $36 million had been awarded in about 650
grants to State and local chief executives to strengthen personnel
management or to train and develop employees. Including matching
contributions, this amounted to an overall improvement effort of about
$50 million. Local units of government had received 62 percent of
the benefits of these programs, with about 60 percent going for per-
sonnel management improvement projects and the remaining 40
percent for training. Over 2,000 personnel mobility assignments have
been made since the program started in May 1971, with participation
from 50 States, 238 units of local government, 188 colleges and uni-
versitiecs and 33 Federal departments and agencies.® In addition to
authorizing grants for personnel improvement and the mobility
program, the Intergovernmental Personnel Act also authorized a tech-
nical assistance program.

An evaluation released in August 1974 reported that since the in-
ception of this program, the Civil Service Commission had partici-
pated in 125 reimbursable personnel management technical assist-
ance projects and a large number of additional non-reimbursable ones.*

The major issues before the 94th Congress with regard to the
Intergovernmental Personnel Act include the formula for the grant
program and the Government Service Fellowship Program authorized
by the Act. The Act provided for a 759, Federal share of the costs
of the grant program until July 1, 1975 at which time the Federal
share would be reduced to 509%,. Legislation currently before the
Congress would extend the 759, ratio for three more fiscal years
(S. 957). The same legislation would provide that the Federal gov-
ernment would pay 75%, of the salary of the recipient of a Govern-
ment Service Fellowship, instead of 259, as the law currently permits.
This is expected to increase participation in the program by relieving
some of the financial burden on the State and local governments
whose employees would like to take part.

4 J.S. Advisory Council in Intergovernmental Personnel Pollcy. More Effective Public
1S§;"ice£:) Tge Supplementary Keport to the President and the Congress. (Washington)
974 : 39—40.

50 Correspondence from U.S. Civil Service Commission, Bureau of Intergovernmental
Personnel Programs, February 26, 1975.

5t Zuercher, Frederick W, A National Impact Study of the U.S. Civil Service Commission’s
Personnel Management Technical Assistance Program to State and Loeal Governments
based on the work of Outside Regional Evaluators. C.8.C. Operations Memo. No. 150-424,
October 15, 1974, Washington, U.S. Civil Service Commisslon, 1974. 33 p.
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A little-noticed action taken by the Congress in 1974 may have far-
réaching effects on the personnel systems and the finances of State
#nd local governments. The Employee Retirement Income Security
Act of 1974 (P.L. 93-406), while it relates primarily to private
retirement systems, also contains provisions which may ultimately
affect public retirement systems. The Act requires that a Congres-
sional study of public employee retirement systems be completed by
December 31, 1976. :

It is possible that in response to the findings of such a study, the
Congress will require substantial changes in the benefits, partici-
pation, vesting, funding, and fiduciary provisions of public employee
retirement systems. According to the Advisory Commission on Inter-
governmental Relations: ' : :

The application of the provisions of the Employee Retirement Income Security
Act to public systems will affect some plans very little while for others the effect
may be very costly, at least in the short run. At present, employer contributions
to public employee retirement systems average around eight percent, of payroll
expense. Should Congress extend P.L. 93-406 to public plans, this percentage
can be expected to rise d